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Annual Meeting 


The Annual Meeting of Shareholders 
will be held in the Concert Hall of the 
Royal York Hotel, Toronto, at 2:00 
p.m. E.S.T., Thursday, April 28, 1977. 


Front Cover 


The hour glass symbolizes one of Gulf 
Canada’s current corporate advertising 
messages — ‘‘Working against time to find ; 
new energy.” 


On peut obtenir ce rapport annuel en francais sur demande. 


Highlights 
of operations 


Financial 


Ealnings (Of the year 2) ore oe oe es 
Taxes and other government revenues 
PENCIACO Beer ee ke ee 
Total dividends declared -... 2.55.0... 2, 
Shareholders’ equity at year-end .......... 
apital EXMeEnanures a. 
MVOFGUIS Capidl 60 a 
bone term debt 322 2 22s 2 
Return on average capital employed ...... 


1976 


1975 


(Millions of dollars) 


Per Share Data 


Paraines 1Oftne year) 20 ee 
otal dividends declared <2 2... 66. sce 


Operating 


Crude and natural gas liquids produced 
SS a 
Ol a ee ae 

Crude oil processed by and for the Company 


Petroleum products sold... oo. 


Pounds per day 


§ 1659 + 1/66 
$7385 $ 667.8 
$0 45D $2 A322 
ya $1,031.7 
$ 260.2 $165.1 
$ 473.7 $ 439.9 
S 1671 S 1159 
11.9% 14.5% 
> 3.65 So .88 
® 11-00 $ 95 
$2552 $ 22.68 
Barrels per day 
118,000 131,000 
81,000 91,000 
295,000 303,000 
262,000 265,000 
Thousands of cubic 
feet per day 
440,000 470,000 
323,000 369,000 
2,392,000 1,774,000 
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Report 


to the 
shareholders 


=~ uring 1976 the oil and gas 

PF industry, in common with 

i most other segments of 
Canadian business, experienced slow 
market growth and increased govern- 
ment regulation. 


Canada’s national economy expanded 
at a disappointingly slow rate com- 
pared to previous periods of recovery 
from recession. Weak demand condi- 
tions, in conjunction with high inven- 
tories, resulted in industrial produc- 
tion at levels substantially less than 
the designed capacity of plant and 
equipment. Although the rate of un- 
employment rose, wage rates — par- 
ticularly in the public sector — con- 
tinued to increase faster than the 
general inflation rate. Low volumes, 
depressed market prices resulting 
from a severe competitive situation, 
and rising costs left many businesses 
with unexpectedly weak profits. 


The situation in Canada’s oil and gas 
industry parallelled these economic 
trends. Sales volumes generally ex- 
panded in step with the sluggish 
national economy, but demand in 
some markets was adversely affected 
by a continuation of strikes and de- 
pressed conditions from the previous 
year. In many instances, refinery pro- 
duction was below capacity. Inven- 
tories of unsold product which accu- 
mulated in various parts of Canada 
resulted in depressed market prices. 
Low market realizations lessened 
profit levels and reduced rates of re- 
turn for refiners and marketers. 


4 ost Canadians experienced 

| the effect of increased 

5 WY government regulation dur- 
ing 1976 in the form of the wage and 
price controls of the anti-inflation 
program. However, the oil and gas 
industry has been subject to a broader 
and even more commanding array of 
government regulations. 


Perhaps the most significant govern- 
ment regulatory action was the new 
crude oil price announced by the 


federal government on May 18. At 
that time, in the government's strategy 
to move toward world prices, it was 
declared that there would be a $1.05 
a barrel increase in the wellhead price 
of crude oil effective July 1, 1976, and 
a further 70 cent a barrel raise effec- 
tive January 1, 1977. Similar adjust- 
ments were made for natural gas. 


Two aspects of the federal pricing 
decision in particular affected the per- 
formance of Canada’s petroleum 
industry. First, approximately 75 per 
cent of the price increase did not go 
to the industry, but rather to govern- 
ments in the form of royalties and tax 
payments. Second, prices for products 
manufactured from these crude raw 
materials were frozen for 60 days so 
that inventories of older product 
would be used up. 


uring 1976 the federal govern- 
ment abandoned as unrealistic 
th the objective of making 
Oak self-sufficient in energy. An 
Energy Strategy for Canada was 
published, adopting as its overall 
objective energy self-reliance, which 
was defined as not being dependent 
on imports for more than one-third of 
total requirements. In recent years the 
discovery of domestic oil and gas 
reserves has not kept pace with grow- 
ing requirements, and Canada faces 
increasing reliance on foreign sources 
of energy and a steadily worsening 
balance of petroleum trade. 


The movement of Western Canada 
oil into Quebec through the new 
Sarnia-to-Montreal pipeline, which 
was completed in mid-year, displaced 
some imports and increased Canada’s 
self-reliance on domestic sources of 


crude oil. In order to accommodate 
this additional domestic demand, an 
equivalent volume of domestically- 
produced crude was diverted from the 
export market. This reduction in ex- 
ported crude corresponds with a 
broader government policy to phase 
out all crude oil exports from Canada 
by 1981. 


Of particular importance to Canada’s 
future energy supply situation are the 
National Energy Board hearings on the 
proposed Mackenzie Valley natural 
gas pipeline. Continued delay in the 
approval process has had the effect of 
raising the capital cost of construction 
and deferring completion of the pipe- 
line system until at least 1982. 


he long-awaited draft guide- 

lines for frontier exploration 

were announced during the 
year and some of these proposed 
regulations fall far short of establish- 
ing a climate conducive to a full effort 
in finding new energy resources. For 
instance, the Canadian content rule is 
a potential restraint on joint venture 
exploration activities since many cur- 
rent and potential partners do not 
meet the 25 per cent Canadian equity 
regulation. Gulf Canada feels strongly 
that the task of locating frontier re- 
serves is so challenging and so essen- 
tial that every effort should be made 
to encourage rather than to restrict 
exploration. 


While 1976 was a difficult year for the 
petroleum industry, the Company was 
encouraged by sympathetic govern- 
ment action with regard to royalties. 
More favorable royalty rates have 
been implemented in Alberta in 
association with enhanced recovery 
programs; and the federal govern- 
ment has granted a resource allow- 
ance in lieu of a deduction for crown 
royalties. 


Gulf Canada continues to emphasize 
the need for further cooperation by 
both business and government to en- 
courage the search for energy supplies 
to meet Canada’s future requirements. 


onsolidated net earnings for 

1976 amounted to $165.9 

million, or $3.65 per share, 
compared with $176.6 million, or 
$3.88 per share, for 1975. The profit 
decline reflected sharply reduced 
earnings from refining and marketing 
Operations as a result of severe price 
competition which did not allow full 
recovery of higher costs. Production 
earnings were improved by higher 
prices which more than offset the 
effects of lower volumes of crude oil 
and natural gas produced and higher 
exploration expenditures. The finan- 
cial and operating results are given in 
detail later in this report. 


P. Blaser, Executive Vice-Presi- 

dent of Gulf Canada, was 

elected a Director at the 
Annual Meeting last April, succeeding 
E. B. Walker Ill. It is with regret that 
we record the death of Robert A. 
Laidlaw, a Director of our Company 
for over 17 years prior to becoming a 
Director Emeritus in 1968. 


Also since the last Annual Report, 

J. C. Phillips has been elected Senior 
Vice-President of Gulf Canada. 
Joining the Company in 1956, he 
was appointed General Counsel in 
1964 and Vice-President and Corpo- 


rate Secretary in 1971. W. M. Winter- 
ton, formerly Associate General 


Counsel for Western Canada, 
succeeded Mr. Phillips as General 
Counsel and Secretary. 


S. K. McWalter was elected a Vice- 
President, effective April 1, 1977, 


responsible for the Company’s 
Planning and Control functions. He 
succeeded R. T. Brown who accepted 
an executive appointment with Gulf 
Oil Corporation. Mr. McWalter joined 
Gulf Canada in 1948 and most 
recently was President of the Korea 
Gulf Oil Company. 


Effective March 1, 1977, R. C. Beal, 
previously Vice-President-Refining, 
assumed executive responsibility for 
New Business Development. In addi- 
tion, Mr. Beal is responsible for the 
Chemicals Department, succeeding 
H. W. Peterson who resigned. 


Two other appointments will become 
effective April 1, 1977. K. C. Reeves, 
who joined the Company in 1949 and 
most recently was General Manager— 
Distribution, was elected a Vice- 
President with executive responsibility 
for the Refining Department. J. D. 
DeGrandis, who joined the Company 
34 years ago and most recently was 
General Manager—Crude and Products 
Supply, was appointed a Vice-Presi- 
dent with executive responsibility for 
the Supply and Distribution Depart- 
ment, succeeding J. F. Runnalls who is 
retiring on May 1 after 48 years of 
Company service. 


hrough the years, a great many 
dedicated and talented em- 
ployees have made important 
contributions to the success of Gulf 
Canada. For their efforts, and the con- 
tinuing support and confidence of our 
shareholders and dealer organization, 
we are most grateful. 


On behalf of the Board, 


CESS a Re 


Chairman of the Board. 


Toronto, Ontario, March 25, 1977. 


President. 


The year 
in review 


Exploration and production 


A decline in Gulf Canada’s 1976 crude oil and natural gas liquids production 
resulting from lower export volumes to the United States was partially offset by 
higher domestic requirements coincident with the opening of the Inter- 
provincial pipeline extension from Sarnia to Montreal. Before-royalty volumes 
averaged 118,000 barrels daily, 9.1 per cent less than in 1975. A drop of 6.1 per 
cent in natural gas sales to 440 million cubic feet daily before royalty was 
attributed to lower production in older fields as well as a temporary gas surplus 
which affected volumes from plants with excess capacity. 


Despite lower production volumes and high levels of provincial royalties, well- 
head earnings improved through higher prices. As a direct result, Gulf Canada 
stepped up its overall spending to record levels in Western Canada. Exploration 
expenditures were concentrated mainly in the Alberta foothills, where the 
Company was particularly successful in the Beaverhill Lake oil and gas area at 
Pass Creek. In addition, development drilling is underway or planned ata 
number of earlier discoveries in the foothills such as Stolberg and Erith. The 
Company’s exploration program included extensive seismic work in British 
Columbia to delineate locations to be drilled in 1977. 


In addition to exploration and development of new reserves, steps were taken 
to arrest the decline of production from older fields and to place previously 
uneconomic gas reserves on stream. Major programs included additional inlet 
compression at the Rimbey plant and construction of pipeline and other 
facilities to market Berland River and other shallow gas in northeastern Alberta. 
In the Parsons Lake area of the Mackenzie Delta where the Company has a 

75 per cent interest, gas now has been tested in eleven wells at flow rates vary- 
ing from 9 to 35 million cubic feet per day. Five of these wells were added 
during the 1976 drilling season, along with the Kamik D-48 light oil discovery 
which flowed at daily rates up to 2,800 barrels. Discoveries at Parsons Lake 
confirmed proven gas reserves of 1.4 trillion cubic feet. These reserves are 
sufficient to support a major gas processing plant in the area, contingent on the 
approval of an appropriate delivery system such as the Arctic Gas pipeline. 
Three wells underway at year-end will further delineate the Parsons Lake gas 
reserves and establish the significance of the oil discovery. 


The Mackenzie Valley hearings before the Berger Commission have concluded, 
and pipeline hearings are still underway before the National Energy Board. 
Providing the necessary approvals are obtained for construction of a transporta- 
tion facility by Arctic Gas in late 1977, gas sales from Parsons Lake could start 
by about mid-1982. Engineering and design work for gas development and 
processing at Parsons Lake is already underway. 


Offshore in the Beaufort Sea, Gulf Canada and Gulf Oil Corporation share a 
33.69 per cent working interest in the first wildcat drilled in this hostile 
environment, Dome Gulf Tingmiark K-91. The well was drilled to 10,000 feet in 
1976, and may be drilled to target depth later this year. 


Off the coast of Labrador, Gulf probably has the strongest land position of any 
company. A 1673 per cent interest in some 28 million acres is shared equally by 


Crude and natural gas 
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Natural gas produced 
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‘Top: In the summer of 
1976 Gulf Canada 
participated in the first 
exploratory well to be 
drilled in the deeper 
waters of the Beaufort 
Sea. Gulf Canada and 
Gulf Oil Corporation 
have equal shares in 
a 33.69 per cent in- 
terest. Lower: Gulf 
Canada’s drilling pro- 
gram in the Parsons 
Lake area has estab- 


lished sufficient proved: 


reserves to support a 
major gas processing 
plant. Eleven wells 
have tested gas and 
one well has dis- 
covered light oil. 
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Top:.Two reactors, 
weighing a total of 
1,200 tons, are lifted 
_ into:position as part of 
~ the modernization and 
“expansion of Clarkson 


4 refinery’s lubricating 
oil facilities. Lower: 
Major automotive 
manufacturers will be 
a prime market for the 
~.» fourfold lube oil pro- 

~ duction which will be 

-available from Clark- 
gon late in 1978.. 
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Well Completion Data 


Exploratory 


Gross Wells 
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Development 


Gross Wells 
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Total 
Net Wells 
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Total 
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as at December 31, 1976 


(1) Gross 


(2) Net 
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Crude oil and natural 
gas liquids (millions 


of barrels) 


Syncrude (millions of 


barrels) 
Marketable natural 
gas (4) 
cubic feet) 
Sulphur (millions 
long tons) 


(trillions of 


of 


316 342 


(3) 


Gulf Canada and Gulf Oil Corporation. A semi-submersible rig and two drill- 
ships were employed on five locations on this spread during the drilling season 
between July and October. The Snorri J-90 well, suspended in 1975, was 
re-entered and tested gas; three locations were abandoned, and one suspended. 
Gulf Canada has a ten per cent interest in other Labrador Shelf acreage 

on which the Indian Harbour well was drilled and abandoned in 1976. 


In the Arctic Islands, Gulf Canada’s exploratory operations were confined to 
participation in the second year of an extensive group geophysical survey. 
However, negotiations were concluded late in 1976 in which Gulf Canada, as 
a member of a four-company group, will participate in an $80-million explora- 
tory program to be carried out over the next four to six years. The group will 
earn an interest in 33 million gross acres. Gulf Canada holds a 25 per cent 
interest in the group and will earn 2.9 million net acres. 


On the West Greenland concession where Gulf Canada holds a 29.17 per cent 
interest in 1.3 million acres, the Kangamiut No. 1 wildcat was drilled and 
abandoned. This well was the first in a large untested region in which the 
Company is optimistic about future prospects. 


Pilot testing on heavy oil acreage in northeastern Alberta is developing the 
technology necessary to produce these deposits by other than conventional 
methods. This program involved in-situ recovery testing at Wabasca and pre- 
liminary work for a pilot project at Cold Lake. 


Gulf Canada has a 5.1 per cent interest in the Rabbit Lake uranium mine and 
mill facility operated by Gulf Minerals Canada Limited. Total production from 
this northern Saskatchewan operation is expected to amount to 4.5 miliion 
pounds of uranium oxide ““yellowcake” in 1977. The Company also has a ten 
per cent interest in prospective mineral lands in Saskatchewan on which a 
continuing exploration program has been encouraging, and a 50 per cent 
interest in all other Canadian exploration activities undertaken by Gulf 
Minerals. 


Improved industry economics, in conjunction with incentive schemes, have 
stimulated increased activity in the conventional areas. !n addition, under the 
new Alberta land regulations which shortened the lease term to encourage 


share from the Syncrude project is 50 

per cent of net profits, as defined in an 
agreement between the project partici- 
pants and the government, with an option 
to convert to a 7.5 per cent gross royalty. 
On either basis, the Alberta government 
has the right to take its share in kind. 
These reserves will be extracted by mining 
and processing tar sands. 


(1) Gross reserves are before deducting royal- 
ties. The reserve estimates include only 
those volumes considered to be proven 
and which appear with reasonable certainty 
to be recoverable in the future from known 
oil and gas reservoirs under existing eco- 
nomic and operating conditions. 


(2) Government royalty rates can vary depend- 
ing on prices, production volumes, the 
timing of initial production and changes in (4) Natural gas reserves in the Mackenzie 
legislation. Net reserves have been calcu- Delta are not included as their recovery 
lated on the basis of the royalty rates depends on approval and construction of 
experienced in late 1976. a pipeline to transport the gas to markets. 

(3) Synthetic crude oil reserves resulting from Gulf Canada’s share of gross reserves in 
Gulf Canada’s interest in the Syncrude the Parsons Lake area of the Mackenzie 
Canada Ltd. project are shown in gross Delta are estimated to be approximately 
barrels only. The Alberta government's one trillion cubic feet. 


The year in review 


exploration, all exploratory land can now be converted to lease instead of the 
previous 50 per cent. 


Proposed new federal land regulations for Canada’s frontier areas, however, 
have not been as encouraging. While industry now has some guidelines, the 
issues of a minimum Canadian content, together with the pre-emptive rights 
and wide ministerial discretion in favor of Petro-Canada, may be deterrents 
in sustaining the massive exploration outlays required for the frontier areas. 
Future activity will depend not only on the discovery and development of 
large reserves and suitable technology, but also on appropriate land regula- 
tions and the necessary economic incentives. 


Syncrude Canada Ltd., in which Gulf Canada has a 16.75 per cent equity 
interest, announced that construction of its 125,000-barrel-per-day synthetic 
crude oil plant, located 25 miles north of Fort McMurray, had reached 60 per 
cent completion at the year-end. Four 85-cubic-yard draglines are being 
erected and two of them wil! be in operation when the plant starts up in mid- 
1978. Of the $1.2 billion committed to date, 75 per cent has been spent 

in Canada. 


During the year the work force at the site peaked at 7,100 men and women, 
making it the largest construction project in Canada and the second largest in 
North America. In addition to the on-site work force, the managing contractor 
had almost 1,700 employees in Edmonton doing pre-assembly work. Syncrude 
is currently recruiting some 2,500 permanent employees to staff the plant. 


Refining 


The total volume of crude oil processed at Gulf Canada refineries in 1976 
dropped two per cent from the previous year’s level to 108 million barrels. 
Slow economic recovery and intense competition contributed to the decline. 


Refineries operated at 78.5 per cent of capacity, with Point Tupper and 
Edmonton showing significantly lower throughput. 


The $180-million modernization and expansion of lubricating oil facilities at 
Clarkson refinery is on schedule and on budget. At year-end over 80 per cent 
of the engineering had been completed, and a labor force of 700 was engaged 
in field work. Approximately 1,400 people will be working on site next summer 
when construction activity reaches its peak. 


Seventy per cent of all material for the expansion came from Canadian sources, 
with most of the other purchases not available in Canada. The project, to be 
completed in the third quarter of 1978, will increase Gulf Canada’s lube oil 
production almost fourfold to two million barrels annually and will be a major 
factor in filling the shortfall in Canadian supply currently met by imports. 


Supply and distribution 


The new Supply and Distribution Department resulted from combining the 
former transportation section of Supply and Transportation with the physical 


distribution section of the Marketing Department. Pipeline, marine, rail 
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Crude oil processed by and 
for the Company 


Thousands of barrels per day 
327 


ses | Canadian 
330 
303 


{23 Imported 
Refining Capacity 
Barrels per 
calendar day 


Point Tupper, Nova Scotia 81,000 
Montreal East, Quebec 77,300 


Clarkson, Ontario 79,100 
Moose Jaw, Saskatchewan* 9,300 
Calgary, Alberta* 8,700 
Edmonton, Alberta 74,500 
Kamloops, British Columbia 7,700 


Port Moody, British Columbia 37,200 


Total 374,800 
*Asphalt plants 


Two ice-strengthened 
tankers were built 
during 1976 to facili-- 
tate product delivery 
to Company terminals 
along the St. Lawrence 
River and in the Atlan- 
tic provinces. Here, 
the Gulf Gatineau is at 
dockside while the 
Gulf Mackenzie takes 
form in shipyards at 
Sorel, Quebec.: 


Top: Gulf Canada’s 
chemicals operations 
contributed improved 
profit in 1976. This is 
an aerial view of the 
Montreal East chemi- 
cals plant which is 
located near the Com- 
pany’s refinery. 
Lower: A growing 
number of self-serve 
locations, like this one 
in Vancouver, expand- 
ed their service capa- 
bilities, frequently in 
conjunction with car 
wash facilities. 
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and truck transportation are now within one group and cost savings are 
already evident. 


To reduce Gulf Canada’s dependence on outside charters, the Company built 
two 68,000-barrel ice-strengthened ships for moving products on the Great 
Lakes and along the East Coast. The Gulf Gatineau has been in service since her 
christening in July, and the Gulf Mackenzie, christened in December, began 
service early in 1977. 


In May, Gulf Canada became the first company to bring Soviet crude oil to 
North America. About 350,000 barrels of Romashkinskaya type was landed in 
Portland, Maine, and pipelined to the Montreal East refinery for processing to 
test its suitability. 


Deliveries of Canadian crude to Montreal via the new Interprovincia! pipeline 
extension began in June. At year-end the delivery rate was up to 250,000 barrels 
per day with Gulf Canada’s share being 36,000 barrels per day. This Canadian 
feedstock displaces a similar volume of offshore oil, and reduces the arnount of 
Canadian crude oil available for export to the U.S. 


The Organization of Petroleum Exporting Countries held the line on prices in 
1976 and, as a result, foreign crude costs remained essentially unchanged. 
Effective January 1, 1977, the OPEC nations announced a two-tier price hike 
with Saudi Arabia and the United Arab Emirates increasing prices by five per 
cent, and the other eleven member countries moving up by approximately ten 
per cent. It remains to be seen if the latter nations will be able to maintain a 
unified position in 1977 in the face of lower demand and declining cash flow 
due to the predictable swing to cheaper Saudi Arabian and U.A.E. oils. 


Gulf Canada has completed negotiations with Nikko Liquefied Gas for the 
export of Canadian propane to Japan through 1981, an extension of the initia! 
ten-year agreement which terminated in 1976. 


Chemicals 


Excluding the provision for shutdown of facilities referred to below, the 
Chemicals Department contributed approximately six per cent of the Com- 
pany’s consolidated net earnings in 1976, compared with five per cent in 

1975. The improved earnings were due in large part to the increased sales and 
profit in the olefins sector of the business. Higher demands for olefins products 
permitted greater utilization of the new production capacity installed in the 
1975 expansion program at Varennes. 


The inorganics sector, which had no labor problems during the year, also con- 
tributed to the earnings improvement, partly because only expenditures for 
Ongoing maintenance and safe operation were made at the 75-year-old calcium 
carbide and acetylene black plant in Shawinigan, scheduled to be shut down 
early in 1978. The determining factor in the closure, made on a purely eco- 
nomic basis, related to the imminent loss of export markets due to competition 
from new plants coming on stream elsewhere in the world which employ the 
latest technology and produce at much lower costs. The Company has pro- 
vided in the 1976 accounts for estimated severance pay and inventory losses 


expected to result from the closure. 
11 
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Marketing 


Surplus refining capacity put pressure on product prices and prevented full 
recovery of increases in crude oil and operating costs. 


Petroleum prices continued to be regulated by the federal government’s anti- 
inflation program, which Gulf supports as a temporary measure to combat 
inflation. However, the Company has consistently opposed additional price 
restraints at the provincial level and was encouraged that by year-end Nova 
Scotia was the only province to retain controls. Confirming the Company’s 
philosophy that the consumer’s best protection is in the maintenance of a 
competitive industry operating in a free enterprise environment, The Royal 
Commission on Petroleum Product Prices in Ontario stated that the consumer 
would be the loser if the present system were replaced by more stringent 
price controls. 


Gulf continued to consolidate its network of retail gasoline outlets into a 
smaller number of high-volume locations, which provide motorists with 
modern facilities and good service at low cost. Additional self-serve outlets, 
opened during 1976, have proven successful in attracting an increasing 
volume of business. Gulf is also ensuring that facilities for automotive repairs 
and maintenance are available at strategically located outlets, and many of the 
new self-serves with service bays are operated by the traditional Gulf dealer. 


Superior Propane encountered difficult market conditions during the year. 
Government regulations, both federal and provincial, legislated retail prices 
while costs, including rail freight, rose sharply. Fortunately, unexpected 
strength in the fourth quarter caused annual sales and earnings to exceed 
expectations. 


Production of propane, a non-subsidized fuel, continues to outstrip national 
requirements and must compete in the marketplace with subsidized fuels. 
However, as these subsidies are reduced or removed and the use of electricity 
for space heating becomes less competitive, additional demand for Canada’s 
abundant propane production is anticipated. 


Research and development 


Introduced into the product line after extensive field testing were a multigrade 
gear lubricant, an automotive transmission fluid, and a special lubricant com- 
pound for use in rotary drilling rigs. A newly-developed electrode pitch binder 
for use in the aluminum industry, now undergoing plant trials, is expected to 
replace significant quantities of imported product. 


Field testing continued on Gulf Canada’s sulphur-asphalt process for paving 
mixes. To date the experimental roads are holding up well, and considerable 
interest in the process has been shown by both North American and overseas 
road builders. 


The Research and Development Department is compiling data for use in the 
design of natural gas producing, processing and transmission facilities at 
Parsons Lake. Gas and liquid samples were analyzed from several Arctic wells 


and pilot plant studies also included the Kamik D-48 oil well. 
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Thousands of barrels per day 


[9 Gasoline 2 Other 
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Top: Some 45 associa- 
tions in all units of 
Company operations 
provide educational, 
recreational and social 
activities for employ- 
ees. Lower: A total of 
337 young people 
across Canada have 
benefitted from more 
than one million 
dollars awarded over 
the past 12 years by 
the Company’s fellow- 
ship, scholarship and 
bursary program. 


The year in review 


In all existing and planned operations, Gulf Canada recognizes its environ- 
mental responsibilities. The most effective waste control equipment is incorpo- 
rated into the design of the Company’s facilities and research is constantly 
being directed toward developing new methods to improve environment 
technology. 


During the year the Company’s environmental improvement program was 
active at all major facilities. Special attention was given to sulphur recovery at 
gas plants where a mobile laboratory, equipped with a minicomputer to 
expand its capability, was employed. Air quality studies were carried out at 
Port Moody, Edmonton, Clarkson, Nevis, Rabbit Lake and Shawinigan Falls, 
while the water conservation trailer tested effluent streams at Varennes, 
Montreal East and Clarkson. 


Realty 


Construction of the third and final addition to the Company’s regional office 
facilities at Mount Pleasant and Davisville in Toronto began in November. The 
five-storey structure will be integrated into the existing complex to relieve 
space congestion and enable the consolidation of a number of functions 
temporarily housed elsewhere. 


A 20-storey office-retail complex in Calgary is being planned to accommodate 
Gulf employees at one location. By means of a unique energy-conservation 
system, the building will consume less than half the energy required by equiv- 
alent structures of conventional design. Occupancy is scheduled for 1980. 


Corporate affairs 


Dialogue continued with governments through submissions, presentations and 
contacts with officials, agencies, committees and commissions. A wide range of 
subjects was discussed including dealer relations, pricing, conservation, 
resource development, and the future supply of energy. 


Considerable progress is being made to further the use of the French language 
in Gulf Canada’s Quebec operations. Instruction in French is being given by 
ten professors at four locations and a staff of translators is working to ensure 
the availability of all corporate manuals and documents in French. 


An assessment of external factors for use in corporate planning includes the 
monitoring of the social, economic, political and competitive environments in 
which Gulf Canada operates. 


Employee and public relations 


One-year labor agreements providing for a 10.2 per cent increase in 1976 were 
signed with all bargaining groups. In addition, OCAW contracts running to 
February, 1978, were settled in December with an eight per cent increase. 
During the year, 23 submissions requesting approval of wage and salary settle- 
ments were made to the Anti-Inflation Board; at year-end, ten had been 


approved, six modified, and seven remained unsettled. 
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pe Ee eh a ea re a Se Ere 
In the Company’s loss control program, injury, damage and loss incidents were 
investigated, and in-depth studies were made to determine corrective manage- 
ment action to avoid similar losses in the future. 


The President's Safety Incentive Award was won by 1,436 employees in 18 units 
across Canada, and 259 men and women were honored at 25-year service 
award dinners. 


An expanded human resources development program continues to develop the 
skills and knowledge of selected people for future placement in all levels of 
management. 


During the year the retirement income plan was upgraded to maintain the 
relative value of pensions being paid, and a series of audio-visual presentations 
explained this and other improved benefits to employees. 


Gulf Canada, as a participant in the tar sands project, is helping to provide 
Syncrude with personnel for its headquarters in Edmonton, and with technical, 
engineering and managerial people for the Fort McMurray plant. 


Complex energy issues, particularly questions concerning product prices and 
future supply sources, called for a continuing effort to communicate such 
information externally to various public sectors and internally through publica- 
tions for employees, dealers and shareholders. Prompt response to media 
enquiries, television and radio interviews, and employee participation in local 
business groups contributed to an improved understanding of some of the 
current problems and challenges facing the petroleum industry. 


In the field of education, Gulf Canada’s scholarship-fellowship program, now 
in its twelfth year, has passed the million-dollar mark and assisted 337 students 
with graduate fellowships, undergraduate scholarships and bursaries. In 1976 
the number of scholarship winners chosen annually was raised from ten to 15, 
while bursaries awarded went up from 15 to 20 and were increased in value. 


Corporate gifts were directed to universities, hospitals, United Way appeals, 
cultural, social and community endeavors, while employees were encouraged 
to involve themselves in community affairs and to contribute personal time and 
effort in support of worthwhile associations and events. 


Ao) 


Financial 
review 


Earnings for the year 1976 of $165.9 million, or $3.65 per share, were down six 
per cent from the $176.6 million, or $3.88 per share, earned in 1975. 


The major factor contributing to the decline in earnings was substantially lower 
profits from refining and marketing operations due to severe market competi- 
tion and unusual refinery operating problems. This factor was offset to a large 
extent by improvements in other areas, particularly production operations 
where higher crude oil and natural gas prices resulted in increased earnings 
despite lower volumes. ; 


Details of net revenues, which rose $223.7 million to $1,953.6 million, are 
shown in Table I. Expenses before taxes rose $242.8 million with $172.8 million 
of the increase attributable to purchases of crude oil, products and merchan- 
dise. Higher operating and general expenses, together with increased expendi- 
tures on exploration, accounted for the balance. 


Income and other taxes charged to earnings amounted to $233.4 million, com- 
pared with $241.8 million in 1975. As shown in Table II, total taxes together 
with royalties and other amounts paid to governments rose to $391.9 million in 
1976, while the taxes collected from customers on behalf of governments 
totalled $346.6 million. 


Dividends declared and paid during 1976 amounted to $45.5 million, or $1.00 
per share. As permitted under the anti-inflation regulations, the quarterly divi- 
dend payable April 1, 1977, was increased to 27 cents per share. 


Table III provides details of capital expenditures which amounted to $260.2 
million, compared with $165.1 million in 1975. 


The 1976 earnings represent a rate of return of 11.9 per cent on average capital 
employed, compared with the 14.5 per cent return realized in the previous 
year. To some extent the decline is due to the high level of investment in facil- 
ities under construction, mainly the Syncrude project and the Clarkson lubricat- 
ing oil plant. These rates of return are a measure of earnings based on historical 
dollars. Obviously, following the high inflation which has prevailed in recent 
years, they must be increased if adequate funds are to be available to finance 
the high cost of plant replacement, new capital projects, exploration programs 
and the rising investment in inventories. 


In this connection, the accounting profession has been attempting for several 
years to develop appropriate methods of accounting for inflation and bring 
about improvements in financial reporting. Gulf Canada is actively con- 
sidering the implications of Current Value Accounting and is co-operating 
with the accounting profession and other authorities in studies related to the 
practical problems involved in its implementation. During 1976 the Company 
developed replacement cost information for some of its assets to assist 

Gulf Oil Corporation to meet new requirements of the Securities and 
Exchange Commission. The Company does not believe such information, 
prepared in accordance with S.E.C. requirements, could be used to impute the 
effects of inflation on financial results, since it covers only a portion of the 
total productive capacity and does not take into account several other factors 
which should be considered when measuring the effects of inflation. 


As pointed out in Note 13 to the financial statements, the Company, in view of 
the heavy exploration and capital program planned for the next few years, 
borrowed $125 million of U.S. funds early in February, 1977. 
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Table I — Net Revenues 


Table II — Taxes and Other 


Government Revenues 


Table III — Expenditures on Property, 


Plant and Equipment 


Table IV — Earnings by Quarter 


a or ct 


1976 1975 1974 


(millions of dollars) HOY 


RetineD DIOGUCIS (cia ee es $1,317.0 $1,169.7 $1,036.5 
Natural gas, natural gas liquids and crude oil .. 316.5 2752 195.3 
Chemicais  . 6 iS ec Paws 101.8 94.8 
Other operating revenues .................. 164.9 154.5 150.2 
Investment and sundry income ............. 29.5 28.7 39.4 
TORI ee a $1,953. 953.6 te 729. 9 $151 516.2 


1976 19, Ss 1974 


( millions ‘of dollars) eas 
From Gulf Canada 


income taxes = CuITent) .io%7 oe ls Oi BA 2a S118 
- dotetied. ra. ee, 37.6 18.6 8.9 
JUNE OKOG oa ee as 411.1 98.7 80.9 
Petroleum and natural gas lease payments . 18.2 8.0 12.4 
*Crown royalties, less incentive credits ..... 140.3 116.3 83.8 
Sup lotal ce ae $ 3919 $ 366.1 $ 301.6 
Collected for Governments 
Gasoline, fuel and excise taxes ........... $ 333.8 $268.1 9 209.6 
Crude Ou export faxes ee es 12.8 33. 6 64.9 
Sub-Fotal 3 oe oe ec: ey 346. 6 ae 301.7 § 274.5 
CFO TL Olde Oca 7 738.5 jr $6 667 7B a 5764 


*Included in purchased crude oil, products and merchandise in the consolidated statement of 
earnings. 


1976 19735 1974 
(millions of dollars) 
PEOCUCHON 0. Sra oe Nene bys eae 8 SAE ELE ESOT N AA AN ONE YOR e 
SYNEHUCE DIOleCE ou ee os 97.4 67.0 TR 
TrANSDONGUOM. Ce a ee es 14.1 7.0 3.4 
REMAIN 4 Noes eS 57.4 27.6 13.2 
POMOCHEINICAIS: 2. ee Noe es 2.8 5.6 9:7 
Macketing S20 2 ee 31.8 29.7 27.4 
PONSh ek ee CO eee kee 4.0 eS 1.4 
POCA a 5 260, 2 Aa 165.1 aK On 15.9 9 


1976 1975 1974 


(millions of dollars). 


TSEOUACh a ee oes Ge ee CNS DRS SUN OS ak a 1.8 
PO OE ITOK eee Ce eras ag iar aca 34.7 42.9 40.5 
SC OUGAer ec eu ee ere way ea oe eos 42.0 43.8 37.1 
At COUGAR emer ae ecu wa sss 47.8 48.1 416 
HSE OU Sone ales CTO Ca $ 165.9 $ 176.6 $ 161.0 


Assets 
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Gulf O 


Consolidate 
Decembe 
1976 +975 
Current: (millions of dollars) 
Cas ee ee ot $ 9.1 
Marketable securities, at cost (approximates market 
ValUC) 22 2 eee 1314 68.6 
Accounts receivable 20. 2202..00.5.50..23 32... 455.8 425.0 
Inventories of crude oil, products and merchandise ... 357.9 302.5 
Materials, supplies and prepaid expenses ............ 315 30,9 
Total. Current assets. ie 979.4 836.1 
Investments, Long Term Receivables and Other Assets: 
Investments in associated and other companies 
(NOTE: 3) Hh a a 15.5 16.2 
Deposits, long term receivables and other assets ..... 41.6 41.9 
5/1 60.1 
Property, Plant and Equipment at Cost (note 4) 
less accumulated depreciation, depletion and 
AMOI ZANON ike 1,008.7 830.3 


(See accompanying notes to financial statements) 


Auditors’ report 


To the Shareholders of 
Gulf Oil Canada Limited: 


We have examined the consolidated balance sheet of Gulf Oil Canada 
Limited as at December 31, 1976 and the consolidated statements of 
earnings and changes in financial position for the year then ended. 
Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


‘anada Limited 
alance sheet 


u 1976 


Liabilities 


Shareholders’ equity 


In our opinion, these consolidated financial statements present fairly 
the financial position of the company as at December 31, 1976 and 
the results of its operations and the changes in its financial position 
for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year. 


Toronto, Canada, 
February 8, 1977. 


Current: 


Short term loans 


Ce 


Accounts payable and accrued liabilities (note 9) ..... 
Income and other taxes payable... oc. nae eee 
Curent pordomn of lone term debt -25.. 0. 
Dividends GBavable 66s ee re es 


POA CUITCHE HADIIMIGS os ee ee ees 


bong Terni Debt (note 6)... i ee eee 


Deterred- Income Taxes” 2.2% 22 os i ec eke 


Ganital stock (NOte- 7) a Fi ee a es a ee ne 


Retained earnings 


ee ee 


Total snarenolders Equity 257. os cee eee ws 


On behalf of the Board: 


Beverley Matthews, Director 


C. D. Shepard, Director 


Clarkson, Gordon & Co., 
Chartered Accountants. 


1976 


4975 


(millions of dollars) 


280.9 
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Gulf Oil Canada Limited 
Consolidated statements of earnings 


Year Ended December 31, 1976 


1976 1975 
(millions of dollars) 
Earnings Revenues: 
Gross sales and other operating revenues .......... $3,613.8 $3,3025 
Deduct — Crude oi] sales (note 1)... se (1,343.1) (1,299.6) 
— Taxes collected for governments ........ ( 346.6) ( 301.7) 
Net sales and other operating revenues ............ 1,924.1 1701.2 
Investment and sundry income ...)....3...65.75. =. 295 28.7 
Net TEVENUES ke ae ea 1,953.6 1,729.9 
Expenses: 
Purchased crude oil, products and merchandise 
WOE A ee ey ON ae a 933.0 760.2 
Operating expenses:.c22 045 eo eo 201.1 17241 
Exploration, dryhole and other frontier area expendi- 
tures (noOle 2) 0 a 63.2 53.9 
Selling, general and administrative expenses ........ 276.1 245.5 
Depreciation, depletion and amortization (note 5) ... 73.2 71,0 
interest on long term debt .)..................... IE 8.8 
1,554.3 1311.5 
Earnings before income and other taxes ............ 3993 418.4 
Taxes 
Taxes other than taxes on income ............... AVA 98.1 
Income taxes (includes deferred taxes of $37.6 in 
1976; $16 ,651n 1975) on ee 122.3 143.7 
233.4 241.8 
Earnings for the Year... oe. 0565 $2 165.9 $ 176.6 
Earnings per shale.) ..0 22. $3.65 $ 3.88 
1 f Balance, beginning of the year... .0..... 2.0.8. e: $ 750.8 $ 617.4 
Retained earnings Add earings for the year 0-05.56 ee cg. 165.9 176.6 
9 16c7. 794.0 
Deduct dividends on common shares ............-: 45.5 43.2 
Balance,-end of the year .0200 2. oa & 671.2 & 7508 


(See accompanying notes to financial statements) 


Gulf Oil Canada Limited 


Consolidated statement of changes 


in financial position 
Year Ended December 31, 1976 


eee 


1976 


Source of Funds: 


FIOM ODE AlONS oe er Soe, 1 Dib 
Sales Oh PIODEINES «oe eae ee 10.6 
Lone term Obligations 2. Gee ee os 65.6 
SACs OLIIVeSINjeNls 22.502. 5 oe eee ad. A 
CUEING i oe ea fais 

356.1 


Use of Funds: 


Additions to property, plant and equipment ........ 260.2 
Requcton in tons tenn debt 220.2. 20..0 21... 16.6 
DG CNOS a ee eae 45.5 
3723 
Increase in WOIKIDE Capital 2h ae. Be 308, 
Working Capital Changes: 
Increase (decrease) in current assets — 
Cash: and marketable securities <5 2... se; Bn SOW 
ACCOUNIS FECEIVADIO i oo ce ous. 30.8 
Inventories and materials ... 22.60.0622 ec 56.0 
143.3 
Increase (decrease) in current liabilities — 
Short term logns 2 i ee 2 
Accounts and dividends payable ................ 115.8 
Income and other taxes payable ................ ( 18.7) 
Current portion of long term debt .............. 22 
109.5 
Hichedse (f working Capital’. 20). so. ee See Ne. 
Working capital, beginning of the year ............. 439.9 
Working Capital, end of ihe year 9.25 2 ec... $ 473.7 


(millions of dollars) 


28 
( 43.8) 
( 56.0) 


*Earnings for the year adjusted for charges or credits not affecting working 


capital. 


(See accompanying notes to financial statements) 
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Gulf Oil Canada Limited 


Notes to consolidated financial statements 


Year Ended December 31, 1976 


1. Accounting Policies 


22 


Principles of consolidation— 
The accounts of the company and all subsidiary companies are included in the 
financial statements. ~ 


Investments in joint venture companies owned 50% or less are accounted 
for on the equity basis. 


U.S. dollar liabilities— 
Liabilities in U.S. dollars have been translated to Canadian dollars at year end 
rates of exchange. Gains or losses are included in earnings. 


Inventories— 

Inventories of crude oil, products and merchandise are valued generally at 
the lower of cost applied on a “‘first-in, first-out’ basis or market value 
determined on the basis of replacement cost or net realizable value. Materials 
and supplies are valued at cost 0 or y tower depending on the condition of 
the items. 


Sih ie Glace er 


Exploration and development costs— 

Exploration expenditures, including geological and geophysical costs, 

annual rentals on exploratory acreage and dry hole costs are charged to 
expense. Costs of drilling successful wells in remote frontier areas where 
future production is not reasonably assured, together with other frontier area 
expenditures, are also charged to expense. 


The initial acquisition costs of oil and gas properties together with the costs 
of drilling and equipping successful wells (other than we in remote 
frontier areas) are capitalized. -— 


Depreciation, depletion and amortization— oe Ss 
Capitalized costs of oil and gas properties and drilling oe equipping wells. 
are charged against earnings on the unit-of-production method using 
estimated recoverable oil and gas reserves. Charges are made against earnings — 
for depreciation of investment in plant and equipment based on the 
estimated remaining useful lives of the assets using either the straight-line 

or the unit-of-production method, whichever is appropriate. 


Income taxes— 

The company provides for income taxes on the tax allocation basis 
whereby the provision for income taxes each year is computed on the basis 
of the revenues and expenses reflected in the statement of earnings. A 
portion of the income taxes provided is not currently payable as income tax 
legislation permits the deduction of certain costs prior to the year they are | 
recorded as expenses for financial statement purposes. The portion not 
currently payable is reflected as deferred income taxes. 


Investment tax credits have been applied to reduce the cost of ne related. 
fixed assets. 


Ses 


2. Eciloration. Dy Hale fad. Other 
Frontier Area Expenditures ee 


ie ctment in Ro icn and oe 
Other Companies _ & 


At cost: ee 
With quoted Wore val lue (based on. 
end of each year) _ a 
P1976 — ae million, 1975 - $31 Omi 
Without ¢ quote oS 
At Ani ee 


Shvestment in join 


: : 3 
¢ ear 


Notes to consolidated financial statements 


4. Property, Plant and Equipment Accumulated 
Gross depreciation, Net Net 
Range of invest- depletion invest- invest- 
depreciation ment at and ment ment 


rates cost (1) amortization 1976 1975 


(millions of dollars) 


Production ..... (3) $ 574.9 (2)$ 296.3 $ 2786 $2554 
Syncrude Project — 180.4 _: 180.4 82.9 
Transportation . 4% to 10% 529 20.4 32.5 19.8 
Refining and 

Petrochemicals (4) 623.0 314.8 308.2 275.3 
Marketing ..... 2.5% to 10% S350 142.8 193.4 183.7 
Oiher 0 2.5% to 10% 28.4 12.3 15.9 13.2 


$1,795.5 $ 786.8 $1,008.7, $ 8303 


(1) Additions during the year have been reduced by investment tax credits of 
$9.4 million ($2.2 million in 1975). 

(2) Includes accumulated depletion of $44.2 million with respect to the 
acquisition cost of productive properties. 

(3) Unit of production. 

(4) Processing units on unit of production, other items from 2.5% to 10%. 


5. Depreciation, Depletion and Depreciation, depletion and amortization in the statement of earnings con- 

Amortization sists of: 1976 1975 
(millions of dollars) 

Depreciation of plant and equipment................ $60.5 $58.8 

Depletion of acquisition costs of productive properties 2.6 29 

Amortization of non-producing properties, drilling costs 

and other intangible assets 7 a es, 10.1 93 

$73.2 $71.0 
6. Long Term Debt (see note 13) Maturity Amount 
(millions 
Debentures (1) of dollars) 

Sis, Series A 2 1977 S$ 52 

S40, Sefies Bo ee 1982 3.5 

Bia Yop Sevies CQ) eee 1982 79 

77e ve SECS; De 1978 10.0 

7s %o SNCS Boa) a a 1988 34.4 

BYR e a 1989 4.2 

SV Ye ON Gea veneer e es 1990 37 

8s Yo: Loan re Syncrude 3).2,...5..2 5 2. 57.4 

Interest free loans (4) 3.0 47.0 

Other long term obligations 9.21.5. 2-2 varying dates 6.8 

Less instalments due within one year $180.1 

included/in current liabilities 2.0.32) 13.0 

$167.1 


7. Capital Stock 


8. Pension Plans 


(1) All debenture issues except Series D require sinking fund payments by the 
companies. 

(2) Payable in U.S. dollars. Amount outstanding was U.S. $7.8 million. 

(3) The Syncrude loan from the Government of Alberta is evidenced by 
an 8% % Convertible Debenture which, at the Government's option, may 
be converted into a portion of the company’s equity interest in the 
Syncrude Project on the basis of the amount of the loan converted relative 
to the total cost of the project. In the event that the conversion option 
is not exercised, the loan is repayable in ten equa! annual instalments 
commencing no earlier than 1984. 

(4) Under the terms of an agreement for exploration and development of 
certain properties, $25 million of these loans is repayable in varying 
amounts commencing no earlier than 1978. The remaining $22 million 
is repayable in annual instalments over the three years 1977, 1978 
and 1979. 

Approximate annual instalments of long term debt due (including maximum 

amounts that are repayable under (4) above) in the next five years are 

(millions of dollars) : 

1977 — $13.0, 1978 — $26.2, 1979 — $18.0, 1980 — $3.9, 1981 - $9.8 


— 


Shares without nominal or par value: 

Authorized — 68,000,000 

Issued —- 45,492,906 
The company’s incentive stock option plan provides for the granting of 
options to purchase common shares of the company at the market price on 
the day when the options are granted. Under the plan, options become 
exercisable after one year’s continuous employment immediately following 
the date the options are granted and are for a period of ten years. No 
options were granted or exercised in 1976. 


At December 31, 1976, an option was outstanding under the plan on 4,500 
shares at a price of $18 11/16 a share with an option expiry date of October 4, 
A9D77. 


The company has pension plans covering substantially al! employees. The 
contributions by employees, together with those made by the company, are 
deposited with insurance companies and/or trustees according to the 

terms of the plans. Pensions at retirement are related to remuneration and 
years of service. The amounts charged to income (including amounts paid 

to government pension plans and amortization of prior service costs) were 
$10.0 million during 1976 and $7.8 million during 1975. 


The plans were amended in 1976, with a further amendment effective 
January 1, 1977, to provide for increases in retirement benefits. The effective 
unfunded prior service pension costs at December 31, 1976, after giving 
effect to the 1977 amendments, were approximately $59.6 million (of which 
approximately $48.5 million represents the actuarially computed value of 
vested benefits). These will be funded and charged to earnings over the 
next 15 years. 
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Notes to consolidated financial statements 


9. Amounts Owing to and from Amounts owing to and from affiliated companies, all of which arose in the 
Affiliated Companies normal course of business, were $105.3 million and $5.1 million respectively at 
December 31, 1976 ($42.8 million and $16.8 million respectively at 
December 31, 1975). 


10. Commitments and Contingent Syncrude Project — The company has a 16.75 per cent interest in a project 
Liabilities * (operated by Syncrude Canada Ltd.) for the extraction of oil from Athabasca 

Oil Sands leases in the Province of Alberta. Total project costs for the 
construction of the 125,000 barrel-a-day plant, expected to be completed 
in 1978, are estimated to approximate $2.0 billion. Based on these estimated 
project costs, the company’s interest involves a commitment of $335 million, of 
which approximately $187 million had been expended to December 31, 1976. 
Part of the company’s commitment is being financed through a convertible 
loan of $100 million from the Government of Alberta. Through options held by 
the Government of Alberta in connection with the above loan and options 
held by the Alberta Energy Company, the company’s interest in the project 
could be reduced to about nine per cent with a corresponding reduction 
in its investment. 


Clarkson Lube Plant — The company is engaged in the replacement and 
modernization of the lubricating oil facilities at Clarkson Refinery. The total 
cost of this new facility is estimated at $180 million of which approximately 
$56 million had been spent to December 31, 1976. 


The company has stated its intention of purchasing common shares in 
Canadian Arctic Gas Pipeline Limited to an aggregate purchase price of $50 
million, and under certain conditions has agreed to provide an additional 
amount, not exceeding $18 million, all subject to the necessary government 
approvals being granted and certain other conditions. 


The company has other commitments in the ordinary course of business 
(for the acquisition or construction of properties and the purchase of 
materials and services) and contingent liabilities under various guarantees, 
all of which are not significant in relation to net assets. 


Rentals under long term leases for real property and other facilities 
approximate $20.0 million annually. Under certain of these long term leases, 
the company has the option to purchase the leased assets and is obligated 

to make advances from time to time which will be applied against the purchase 
price if the option is exercised. It is estimated that such advances will 
aggregate approximately $19.5 million over the terms of the lease agreements 
(which expire in 1982). Advances to December 31, 1976, amounted to $10.8 
million and during the next five years will aggregate approximately $7.4 million 
of which $1.3 million will be payable in 1977. 
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11. Remuneration of Directors and 
Officers 


12. Anti-Inflation Program 


13. Subsequent Financing 


a A a a 


The aggregate remuneration in 1976 of the company’s twelve directors as 
directors was $86,128. Three directors were also officers of the company 
during the same period. The aggregate remuneration during 1976 of the 
company’s officers (including eleven past officers) as officers was $1,866,003. 
No directors or officers of the company received any remuneration from a 
subsidiary of the company. 


Under the federal government's Anti-Infiation Act (presently scheduled to 
be in force until December 31, 1978), the company is subject to mandatory 
compliance with legislation which controls prices, profit margins (excluding 
crude oil and natural gas operations which are controlled under the 
Petroleum Administration Act), employee compensation and shareholder 
dividends. Management is of the opinion that the company is in compliance 
with the requirements of the anti-inflation legislation. 


Subsequent to the year end, the company sold U.S. $125,000,000 principa! 
amount of 83% Notes, due February 1, 1997, to certain institutional 

investors in a private placement. These Notes are unsecured and no repayment 
of principal is required before 1983. 


Five year financial 
summary 


Amounts, except for unit statistics, expressed in millions of dollars 


1976 1975 NO74 1973 - 
Balance Sheet a , ee 
CUrtent ASSelS oo lect beet oe $9794. $ 8361 5.0052. 5 59no 
Deduct: Current Wabnitiess 0. oS a ee 505.7 396.2 AGT D0 24a 
Working Capi Oe Wi te ee 473.7 439.9 S577 S51 8 
Property, plant and equipment— net... koe. 1,008.7 830.3 746.1 FIA 
investments, long term receivables and other assets ....... Sy 60.1 59.9) BY Oe 
Capialenplovsa Gb ee eee ee 15395 13203 « 116370) fg 
Deduct: 1 One term: debts Serle ce 167.1 115.9 102.6 196.0 — 
WETErred INCOMeESAKES 1 ee ea a CS ae 220.3 1627. 162.8 1939. 
Shareholders: eOuimy oe aU $1,152.41 S1,031:/ $2898) 5 757 | 7a 
POR SHANED, SOV Reo re oe ona ce aes ah ta $ 25.3209 2208 GS 1975 Ol 
Capital Expenditures Ce a : 
New property, plant, and equipment’... 2.2.2.2... % 260.2 $1654 G 1159.5 676 
Fixed assets of acquired subsidiaries ...................- meee — i ares corel a 
¢ 2602S 165.10 6 1159 Sey 6 
Earnings 
Net TeVENUeS S45 ie excise nena Wa are aeoe atest eper) $1,953.6 21,729.90 Slot? | $1,060.0 — 
Deduct: : oe SESS 
EXDIOFAUON BAG CIV HOIE COSTS Vo Soe pak Seer en 622 539 — 48.9 DO 8. 
Depreciation, depletion and amortization ............. ep TAD 104 3655 723 
Purchases-and-Othenr expenses ooo a 1,417.9 1,186.6 1030.5. 7205 | 635. 
1554.3 1315 0) SAA98 B31 8 ae 
barnings Beroredaxes Jo 2 Cun ec ata ee 399.3 4184 3664. 284 Aa ot 
ype ee 
baxes, other than income taxes oo 6s eae ce ee LV ES 98.1 80.9 66,0 2) 8 
INCOMGTTEKGS CUA eee Or 1223 143.7 124.5 She ea 
233.4 241.8 205.4 1279 
Earnings (Of the vear ac: eso secsa oa ie ee > 169,93 1/60 9 1610 2) jA0g2” 
Rate of Return (per cent) a 
On-averdge capital emploveds:2 aici iis ca eee 119 14.5 14.7 10.0 
On average shareholders’ equity 000 ova ee a 12 18.3 193 13.6 
Funds from: Operations 2... 20.20 oe ee $ 2773 OS 2008 (5 2378 ek 
Dividends Paid 2. oo $ 4S 8432 8 864) Gere 
Per Share : | 7 oe ce 
Farias aor IG Wear ila vhcag gue me nme nema suis iaatas $365 $888 $354. 8 0 $ 
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Funds from operations 


Millions of dollars 


238 
178 
: 


Net earnings 


Millions of dollars 


[35 Retained in business 
[7 Paid to shareholders 


177 
161 
100 
: 


Capital and exploration 
expenditures 


Millions of dollars 


Exploration expense 


eae Capital 


Taxes and other government 
revenues 


Millions of dollars 739 


[SS Collected for ieee: 
GSS Provided by Gulf 


Capital employed 


Millions of doliars 


Other assets 


ML Working capital 
22229 Property, plant and equipment 


Five year summary 
of operations 


Crude and Natural Gas 
Liquids Produced 
(thousands of barrels) 

Gross 
Net 
Per day — gross 
—net 


Crude Oil Processed 

by and for the Company 
(thousands of barrels) 
Total 

Per day 


Petroleum Products Sold 
(thousands of barrels) 
Total 

Per day 


Natural Gas Produced and Sold 
(millions of cubic feet) 
Gross 
Net 
Per day — gross 
— net 


Petrochemical Sales 
(thousands of pounds) 
Total 

Per day 


Sulphur Sales 
(long tons) 
Total 


1976 


43,310 
29,546 
118 

81 


108,107 
295 


96,022 
262 


161,071 
118,083 
440 
323 


Os aa22 
2,292 


254,525 
695 
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Net Wells (Bore Holes) Capable of 
Producing at Year-End 


Net Wells Drilled 


Net Acreage under Lease, 
Reservation and Option 
(thousands of acres) 


25,561 


1975 


47,657 
335,125 
tot 

91 


110,750 
303 


96,904 
265 


171,603 
134,779 
470 
369 


647,624 
1,774 


202,741 
556 


1,400 


45 


26,077 


1974 


50,784 
36,210 
139 

99 


120,623 
330 


99,426 
272 


176,473 
148,011 
483 
406 


752,627 
2,063 


272,985 
748 


1,400 


of 


24,631 


1973 


119,413 
Ba 


95 DoG 
262 


177,789 
158,510 
487 
434 


841,204 
2,305 


203,079 
556 


1,415 


50 


25,668 


1972 


108,780 
297, 


89,852 
245 


182,680 
164,140 
499 
448 


790,239 
2,1D9 


176,471 
482 


1,430 


24 


24,090 


Directors 


L. P. Blaser 


Executive Vice-President, 
Gulf Oil Canada Limited, 
Toronto, Ontario. Director: 
Interprovincial Pipe Line 
Limited; Trans Mountain Pipe 
Line Company Limited. 


i 


J. Peter Gordo 


Chairman and Chief Executive 
Officer, The Steel Company of 
Canada, Limited, Toronto, 
Ontario. Director: The 
International Nickel Company 
of Canada Limited; Bank of 
Montreal; Canadian General 
Electric Company Limited; 
Sun Life Assurance Company 
of Canada. 


R. G. Rogers 


Chairman of the Board and 
Chief Executive Officer, Crown 
Zellerbach Canada Limited, 
Vancouver, British Columbia. 
Jirector: Canadian Imperial 
3ank of Commerce; Genstar 
imited; Hilton Canada Limited; 
<oyal General Insurance 
Company of Canada. 


*R. J. Butler 


Chairman of the Board, The 
T. Eaton Co. Limited, Toronto 
Ontario. Director: National 
Trust Company Limited. 


1 


*Resigned as a Director of Gulf 
Canada on March 31, 1977. 


Beverley Matthews, Q.C. 


Senior Partner, McCarthy & 
McCarthy, Toronto, Ontario. 
Director: Brascan Limited; 
Westinghouse Canada Limited; 
The Canada Life Assurance 
Company; Canada Permanent 
Mortgage Corporation; Gulf Oil 
Corporation. 


C. D. Shepard 


Chairman of the Board and 
Chief Executive Officer, Gulf 
Oil Canada Limited, Toronto, 
Ontario. Director: The Toronto- 
Dominion Bank; The 
Carborundum Company. 


E. H. Crawford 


President, The Canada Life 
Assurance Company, Toronto, 
Ontario. Director: Canadian 
Imperial Bank of Commerce; 
Moore Corporation Limited. 


ry 


Gérard Plourde 


Chairman and Chief Executive 
Officer, UAP Inc., Montreal, 
Quebec. Vice-President and 
Director: Alliance Compagnie 
Mutuelle d’assurance-vie; The 
Toronto-Dominion Bank. 
Director: Bell Canada; Editions 
du Renouveau Pedagogique Inc.; 
Northern Telecom Ltd.; The 
Molson Companies Limited; 
Rolland Paper Company 
Limited; Steinberg’s Limited. 


J. L. Stoik 


President and Chief Operating 
Officer, Gulf Oil Canada 
Limited, Toronto, Ontario. 


E. F. Crease 

Chairman, Alfred J. Bell & Grant 
Limited, Halifax, Nova Scotia. 
Director: Canada Permanent 
Trust Company 


ioe y 


Alfred Powis 


President and Chief Executive 
Officer, Noranda Mines Limited, 
Toronto, Ontario. Director: ° 
British Columbia Forest Products 
Limited; Canadian Imperial 
Bank of Commerce; Placer 
Development Limited; Simpsons 
Limited; Sun Life Assurance 
Company of Canada. 


W. H. Young 


President, The Hamilton Group 
Limited, Burlington, Ontario 
Director: The Steel Company of 
Canada, Limited; Gore Mutual 
Insurance Company; National 
Trust Company Limited; 
Drummond, McCall & Co. Ltd. 
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Gulf Oil Canada 


Limited 


Directors 

L. P. Blaser 
*R. J. Butler 

E. H. Crawford 
E. F. Crease 

J. Peter Gordon 
Beverley Matthews, Q.C. 
Gérard Plourde 
Alfred Powis 
R. G. Rogers 

C. D. Shepard 
J. L. Stoik 

W. H. Young 


*Resigned as a Director March 31, 1977 


Officers 
C. D. Shepard, Chairman of the Board 
and Chief Executive Officer 
J. L. Stoik, President and Chief 
Operating Officer 
L. P. Blaser, Executive Vice-President 
J. C. Phillips, Q.C., Senior Vice- 
President 
F. D. Aaring, Vice-President 
R. C. Beal, Vice-President 
*R. T. Brown, Vice-President 
**! D. DeGrandis, Vice-President 
W. H. Griffin, Vice-President 
R. E. Harris, Vice-President 
D. S. Lyall, Vice-President 
**S. K. McWalter, Vice-President 
S. G. B. Pearson, Vice-President 
*H. W. Peterson, Vice-President 
**K, C. Reeves, Vice-President 
J. F. Runnalls, Vice-President 
C. G. Walker, Vice-President 
W. M. Winterton, General Counsel 
and Secretary 
W. H. Burkhiser, Treasurer 
J. A. Scobie, Comptroller 


*Resigned April 1, 1977 
**Fffective April 1, 1977 
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Head Office 
800 Bay Street, Toronto, Ontario 


Marketing Region Offices 
Montreal, Quebec; Toronto, Ontario; 
Calgary, Alberta 


Chemicals 

Headquarters: Montreal, Quebec 
Plants: Montreal East and Varennes, 
Quebec 


Accounting and Data Processing Centres 
Montreal, Quebec; Toronto, Ontario; 
Calgary, Alberta 


Research and Development Centre 
Sheridan Park, Ontario 


Exploration and Production 
Headquarters: Calgary, Alberta 
Operated gas plants: Gilby, Morrin- 
Ghost Pine, Nevis, Pincher Creek, 
Rimbey, Strachan and Swalwell, Alberta 


Pipelines 

Operated pipelines: Alberta Products, 
Gulf Alberta, Gulf Saskatchewan, 
Rimbey, Saskatoon, Shawinigan and 
Valley 


Refineries 

Point Tupper, Nova Scotia; Montreal 
East, Quebec; Clarkson, Ontario; 
Edmonton, Alberta; Kamloops and 
Port Moody, British Columbia 


Asphalt Plants 
Moose Jaw, Saskatchewan; Calgary, 
Alberta 


Principal Affiliates (wholly-owned) 
SERVICO LIMITED 

Head Office: Quebec, Quebec 
President: W. H. Griffin 


SUPERIOR PROPANE LIMITED 
Head Office: Toronto, Ontario 
President: R. G. Samworth 


Registrar 
Canada Permanent Trust Company, 
Toronto 


Transfer Agents 

Canada Permanent Trust Company — 
Vancouver, Calgary, Regina, Winnipeg, 
Toronto, Montreal, Saint John, N.B., 
Charlottetown, Halifax, St. John’s, 
Newfoundland 


Registrar and Transfer Company — 
New York 
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REMARKS BY: C.D. Shepard, Chairman 
Gulf Oil Canada Limited 
TO: Annual Meeting of Shareholders 
AT: Royal York Hotel 
DATES PAD Ets) 22,0809 7.0 


RESPONSIBILITY IN A HIGH PROFILE INDUSTRY 


For the first 60 years of its existence your Company effect- 
ively discharged its responsibilities to its customers by pro- 
viding a wide variety of products at low prices. The general 
public of those years, including governments to a great extent, 
took little notice of the fact that Gulf Canada grew and moder- 
ately prospered as Canada itself grew and prospered. 


Our employees -- now close to 11,000 -- and their families 
can take great pride in their contributions, through their very 
many essential jobs in all regions of the country, to supplying 
Canadians efficiently with petroleum products. They can take 
pride too, in the knowledge that their efforts have been 


essential to Canada's economic growth and present prosperity. 


In the last few years, however, much has changed. Today the 
industry operates in an era of full public accountability and in 
this environment Gulf Canada and companies such as ours have 
increasingly come under attack. While our employees can still 
hold their heads high and be proud of their individual and 
collective efforts on behalf of the company, their communities 
and Canada as a whole, many of them we know feel increasingly 
troubled by public and government attitudes towards the industry. 
Because of our employees' unease, Senior Management feels a very 
real responsibility to speak out on their behalf on some of the 


subjects they have mentioned to us. 


Mr. Stoik will be called on shortly to address you on some 
of these areas of concern within our business and my remarks will 
not encroach on what he intends to say. I want, however, to make 
some general, very brief comments of my own that are pertinent to 
our employees' concerns and which also relate to the present 
climate for oil industry operations in Canada. They have to do 
with revenue needs, earnings and reserves, foreign ownership, 
so-called "excessive" profits, social responsibility, Crown 


corporations and government-industry relations. 


Revenue Needs 


There must be a recognition by the public that a company 
such as Gulf Canada has legitimate revenue needs; just as we 
fully understand that governments at municipal, provincial and 
federal levels also have legitimate revenue requirements if they 


are to do the jobs expected of them. 


Similarly, the public, including governments at all levels, 
must also understand that a company such as Gulf Canada cannot 
perform the integrated services it is equipped to perform towards 
meeting Canada's current and future energy requirements unless we 
are permitted sufficient revenues to cover our costs and earn a 


reasonable return for our shareholders. 


Earnings and Reserves 


The earnings of an integrated oil company must always be 
viewed in parallel with the company's levels of oil and gas 
reserves. Obviously, if our profits trend up while our oil and 
gas reserves trend down over an extended period, we would 
eventually run out of production revenues. That is why it is so 
important that we be permitted a strong cash flow, to enable us 
to explore for, find and develop new reserves to meet Canada's 


needs. 
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Despite indications that 1976 is going to be another 
difficult year for the industry -- perhaps even more difficult 
than 1975 -- I am pleased to report that Gulf Canada's earnings 
for the first quarter of this year are virtually level with the 
first quarter of 1975 -- $41.4 million compared with $41.8 


million in the firstethree months of last year. 


Another good increase in production earnings did not quite 
offset a very considerable drop in refining and marketing 


revenues. This is a problem of increasing concern. 


Foreign Ownership 


Some hold the view that foreign-owned multinational 
corporations do not act in the best interest of the host country. 
While Gulf Canada is the Canadian unit of a multinational 
company, its Board, management, and employees are virtually 100 
per cent Canadian, and the company has some 23,000 Canadian 
shareholders. Gulf Canada works and invests to make a profit, of 
course -- the alternative is to go broke -- but the result of its 
exploration, refining and marketing operations is to make much 
needed petroleum products available to Canadians. I challenge 
anyone to show that Gulf Canada's contribution to the Canadian 
economy is any less effective than it would be if your Company 


did not have a majority U.S. shareholder. 


"Excessive" Profits 


Among critics of corporations there are those who contend 
that almost any level of profitability is excessive. I am sure 
that most members of the Canadian public fully realize that the 
tax revenues of all three levels of government are to a 
considerable extent dependent upon the prosperity of business 
enterprises. Profits are an index of that prosperity. Where 


those in public life would obtain the needed tax revenues if 


corporate profits were significantly reduced is a question I have 
yet to hear them answer; short of outright nationalization, which 
I am sure Canadians -- being the individualists they are --would 


neither want nor tolerate. 


Social Responsibility 


Some allege that industry or corporations fail to exhibit an 
adequate sense of social responsibility, whether it be in regard 
to the environment, native rights or more general community 
concerns. We at Gulf Canada feel our positive action in this 
regard speaks for itself. Perhaps we have been excessively 
modest in not talking loudly or often enough about Gulf Canada's 
endeavours in these important areas. The fact is, however, that 
we have published much of the record of our social responsibility 
in annual reports, company journals and in numerous other 


communications with the public. 


In terms of social responsibility, let it be remembered a 
corporation is nothing without its employees; and in our case our 
dealers also. To assess fully our corporate social responsi- 
bility, I am more than content to have Gulf Canada judged by its 
series of official policies and programs and the achievements of 
Our people responsible for their implementation. However, the 
picture is not complete without mentioning the outstanding 
volunteer service of our thousands of employees and dealers 
across Canada in many valuable grass-roots ways such as active 
work in the United Way, churches, hospitals, school boards, 
municipal councils, Y's, Red Cross, Junior Achievement, athletic 


coaching of young people and many, many others. 


Let the public judge us in these realistic human terms 
instead of by some abstract concept that a corporation is a 
soulless entity, separate and apart from any responsible or 
responsive group of Canadian citizens. Let the public understand 


that all of us in Gulf Canada are just as concerned about our 


great country and its future as are our political leaders and the 
media. 


Crown Corporations and Competitors 


There now exist in Canada a variety of Crown corporations at 
both the federal and provincial levels with powers to engage in 


some or all aspects of the petroleum business. 


We and others in the industry have already recorded that we 
welcome new entrants into the industry provided they compete on 
equal terms and genuinely add to the total industry effort. How- 
ever, we have said before and we repeat today that we can see no 
justification for competitive advantages being awarded by gov- 


ernment action to Crown corporations. 


Government-Industry Interface 


Gulf Canada is a component of an industry that deals within 
the framework of very many complex regulations and laws enacted 
in the public interest at the municipal, provincial and Federal 
level. We have long recognized the need for dialogue between 
governments and industry. It seems to us essential that 
constructive dialogue continue between all parties involved in 
the important questions affecting energy supply and costs. And 
this should include the public at large, because they, after 


all, are the only source of revenue to governments or industry. 


In the past few years, government-industry relations have 
been extremely fragile. Too often confrontation rather than co- 
operation has prevailed. This is unfortunate. What is required 
is more government-industry-public understanding and cooperation 
rather than less. Gulf Canada, throughout its employee ranks 
from coast to coast, is prepared to do its share to ensure that 
there is full understanding of the problems associated with 
regaining energy self-sufficiency for Canada, and to work with 
our various governments and agencies towards a mutual goal -- the 


efficient provision of energy for Canada's future. 


Report to Shareholders 


For six months ended June 30, 1976 
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GULF OIL CANADA LIMITED 
CONSOLIDATED STATEMENTS OF EARNINGS 
(Unaudited Interim Report) 


Six Months 
Ended June 30 
1976 1975 
(millions of dollars) 
REVENUES: 
Gross sales and other operating revenues ................. $1,693.7 $1,471.9 
Deduct:='Crade oil'sales 1. 2.0524 eee (628.1) (558.2) 
= Taxes collected for governmentswe.| |. 232455. (16227) (116.4) 
Net sales and other operating revenues ..220|.. 0) .2).0. 9s 90279 eS) 
Investment-and'sundry incomes. -s- 7 sewn 0. ee eee 14.0 14.1 
NGbrevenUesS aac. e cent ee AMR oo oe Se scd 916.9 811.4 
EXPENSES: | 
Purchased crude oil, products and merchandise ............ ASDF 351.3 
Operating expenses: 4: ei'-s oe os eee 89.3 78.8 
Exploration and'dry holeexpensess =... ent. eee 31A 24.8 
Selling, general and administrative expenses .............. 132 EO ST 
Depreciation, depletion and amortization ................. | 38.3 35-6 
Interestonlone temidebty4-..9-) nae eee ee ene Spl 5.0 
(PALS: 614.6 
EARNINGS BEFORE INCOME AND OTHER TAXES ...... 189.7 196.8 
TAXES: 
Taxes other thantaxes onuncome |...) ees. eee 54.9 45.9 
Income taxes (includes deferred taxes of 
$20,601 9965.59.21 975) e eee ce eee D0. / 66.2 
11326 hi2ys 
EARNINGS FOR THE PERIOD ......................... Sa Ou $84.7 
Barings pershareypoe eter a7 eo ee > cia eee $7 6x $ 1.86 
COMMON SHARES ISSUED {cna oie > His ee oe ee 45,492,906 45,492,906 
Six Month 
OPERATING STATISTICS ee F ea Me 
1976 1975 
(Daily Volumes) 
Gross crude oil and natural gas liquids produced — barrels... 122079, 130,399 
Gross natural gas produced and sold — 
thousandsiofcubicHeets 3 cen lee |e ee ee 470,012 476,468 
Crudé-oil processed barrels aan nee | See 297,305 294 730 


Petroleum: products sold. —barmels .. / seg |. ceo eee 2903937, 267,035 


GULF OIL CANADA LIMITED 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


(Unaudited Interim Report) 


SOURCE OF FUNDS: 


rommoperationss wae. tas ios «So ee 
Hong teninOblisaliOns ico 6k oii cahoots sl 
Bales Of PlOoperticsetsra tei sate". sapere) ih oe aheame' 
GyeIne EXC) ae tre eee at ss ee Need. = Se Sc oe aie 


USE OF FUNDS: 


Additions to property, plant and equipment ............... 
Reduction iniong tenn debt 3195 fe. ol ota pees ae 
| Dias Rata Rs AO A Ae ee mk ney eS ae 


icredse in. working capital 4. 25/0... elle ee a 
Working capital, beginning of period .......)............ 


Miorking capitalsendiot perlodins .. 4. erie) = ee 


*Net earnings adjusted for charges or credits not affecting working capital. 


CONSOLIDATED STATEMENT OF WORKING CAPITAL 


(Unaudited Interim Report) 


Gash ane matketable secunties 4 =. ara nepali «ce ree ae 
FNCCOUDIS ECE IV ODIC Hyun eae ws reo eee 3 eee eo 
Inventories of crude oil, products and merchandise ......... 
Materials, supplies and prepaid expenses ................- 

GinTENGASSCtSe sro ois ee Se foc eo SPS 
Accounts payable and accrued liabilities ....,............ 
Imcomecandofhentaxes payable. 77. screcesumten be «es ete: 
Current portion of long termdebt ....-. 22222): .- 22055. 
Dividendsspay alicia nes aloe a ieee oe eae 

Giurmentitabilitiesses sok eee Phas ek oes ee 

Working capital......... Feet ee aed foc oe ete 


Six Months 
Ended June 30 

1976 1975 

(millions of dollars) 
Seles. $ 128.0 
44.0 LEG 
4.0 3.9 
3.0 (5.6 
184.8 13729 
13,0 72.0 
Fags 22 
220 des 
ise 94.7 
46.6 43.2 
439.9 BOTT. 
$ 486.5 $ 400.9 

June 30 

1976 1975. 

(millions of dollars) 
Sali220 $ 142.2 
412.2 363.4 
362.2 284.3 
37-1 52a 
923.5 822.0 
363.8 303.4 
61.3 Sas 
‘5 aid) 
11.4 11.4 
437.0 421.1 
$ 486.5 $ 400.9 
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GULF OIL CANADA LIMITED 
CONSOLIDATED STATEMENTS OF EARNINGS 
(Unaudited Interim Report) 


Six Months 
Ended June 30 
1976 1975 
(millions of dollars) 
REVENUES: 
Gross sales and other operating revenues ................. $1;693.7 $1,471.9 
Deduct —‘Crudeoilsales... 4 sede s ee ee (628.1) (558.2) 
="Laxes collected for governmentsaes|.5-- er ee (162.7) (116.4) 
Net sales andother operating revenues; names 705 eae 9079 Tee 
Investment‘andisundry income 2.51ce eee eee 14.0 14.1 
Netrevenues icc Ac cA eens eee NBR G choc cases WOE 811.4 
EXPENSES: | 
Purchased crude oil, products and merchandise ............ 432.7 353 
Operating: expensesi 7.2 oe 5 ae oe ee. cee eee 89.3 78.8 
Exploration and dry hole‘éxpenses "2. 2). men |. eee 31k 24.8 
Selling, general and administrative expenses .............. 1 9st 
Depreciation, depletion and amortization................., 38.3 35.6 
Interest onlong tenn: debt 74.5. a ee eee a 2) SEO 
TALS 614.6 
EARNINGS BEFORE INCOME AND OTHER TAXES ...... lite eT) 196.8 
TAXES: 
Taxes-other than taxes onincome (ae |. oe ee 54.9 45.9 
Income taxes (includes deferred taxes of 
$20:6:101976; $9. 2anl 97 5) oc < eee Do. 7 66.2 
11320 pee: 
EARNINGS FOR THE PERIOD ......................... See $84.7 
Barings per shareal/a.ceieean nse. ee. eee S252 .60) $ 1.86 
COMMON SHARES ISSUED... 4 see: be ee 45,492 ,906 45,492,906 
Six Months 
OPERATING STATISTICS oe Aan 
1976 1975 
(Daily Volumes) 
Gross crude oil and natural gas liquids produced — barrels. . . 122 a. 130,399 
Gross natural gas produced and sold — 
thousandsohcubie feet 4c: cece ene bos ce 470,012 476,468 
Crudeoil processed — Darrelsa a. see |. ne 297,305 294,737 


Petroleum products.sold —barrels.. . 2322p |. 0 oe 256,937 267,035 


GULF OIL CANADA LIMITED 
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
(Unaudited Interim Report) 


(millions of dollars) 

SOURCE OF FUNDS: 
From operations* 
Long term obligations 
Sales of properties 


USE OF FUNDS: 


Additions to property, plant and equipment 
Reduction in long term debt 


nN 
ONN 
CAS 


No) 
> 
<) 


Increase in working capital 
Working capital, beginning of period 
Working capital, end of period 


ee) 
A fs 
SIS 
aie} 


fF 
aN 
S 
Ke) 


*Net earnings adjusted for charges or credits not affecting working capital. 


CONSOLIDATED STATEMENT OF WORKING CAPITAL 
(Unaudited Interim Report) 


(millions of dollars) 


Cash and marketable securities 
Accounts receivable 
Inventories of crude oil, products and merchandise 
Materials, supplies and prepaid expenses 


Accounts payable and accrued liabilities 
Income and other taxes payable 

Current portion of long term debt 
Dividends payable 
Current liabilities 
Working capital 
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Toronto, Ontario, August 6, 1976 


TO THE SHAREHOLDERS: 


Earnings . . . Consolidated net earnings for the 
six months ended June 30, 1976, amounted to 
$76.1 million or $1.67 per share, compared 
with $84.7 million or $1.86 per share for the 
corresponding period of 1975. 

Earnings from refining and marketing opera- 
tions fell sharply due to somewhat lower sales 
volumes and severe market competition which 
did not allow full recovery of substantial cost 
increases. This decline in downstream profits 
was partially offset by improved profits from 
crude oil and natural gas operations, despite 
lower production volumes. 

Capital and exploratory expenditures totalled 
$144 million, compared with $97 million in the 
first half last year. 


TAXES AND OTHER 
GOVERNMENT REVENUES 

Six Months 
Ended June 30 
1976 1975 


(millions of dollars) 


From Gulf Canada: 


Incomeitaxesieee Se Sas e 000 
Other taxesuaeeeeee 54.9 45.9 
Petroleum and natural 
gas lease payments . 13.5 eye 
Crown royalties, less 
incentive credits ... 64.4 47.0 
OLS eal 


Collected for governments: 
Gasoline, fuel and 
eXGISeitaxc Sie 


GRAND TOTAL ete 


NET EARNINGS 
AFTER TAXES@22- 


Working capital increased $46.6 million dur- 
ing the period but long term debt also rose 
$41.4 million to $157.3 million, mainly as the 
result of the initial drawdown on the Syncrude 
loan from the government of Alberta. 

Higher prices for crude oil and natural gas in 
the last half of the year will improve revenues 
from production operations, but there is little 
prospect for an early improvement in results 
from refining and marketing of petroleum pro- 
ducts. The announced 60-day delay of refined 
product price increases to cover higher costs of 
crude oil will require the Company to provide 
substantial funds to finance higher cost inven- 
tories. ; 


NEWS IN BRIEF 


Exploration and Production . . . Because of 
export restrictions, production of crude oil and 
natural gas liquids averaged about 122,000 
barrels per day for the first six months of 1976, 
or 8,000 barrels lower than the same period last 
year. Natural gas sales, at 470 million cubic 
feet daily, were also slightly lower than for the 
first half of 1975. 

In the Mackenzie Delta, the last of the 
seven-well winter program is being drilled 
under Parsons Lake. Drilling in this area over 
the past season has resulted in four additional 
gas wells, and to date gas has been tested from 
ten wells at flow rates varying from between 
nine and 35 million cubic feet daily. These tests 
have confirmed sufficient reserves to support a 
major gas plant facility, subject to approval of 
an appropriate delivery system, such as the 
Arctic Gas pipeline. The initial design work for 
such a facility is now underway and, once a 
pipeline is assured, the plant could be on stream 
by 1982. 

With federal government authorization to 
drill in the Beaufort Sea, Canmar’s drillships 
and support vessels left Victoria, B.C., on June 
15 and have now cleared Point Barrow on their 
way eastward. Depending on ice conditions, the 


fleet is expected in the Beaufort Sea by early 
August to drill a wildcat location in which Gulf 
Canada holds an approximate one-third interest. 
Off the west coast of Greenland, Gulf Canada 
has a 29-1/6 per cent interest in a 13,000-foot 
test on which drilling started in early June. The 
well is 70 miles from the Greenland Coast with 
a water depth of almost 600 feet. 


Supply and Distribution ... In June the 
extension of the Interprovincial pipeline from 
Sarnia to Montreal began delivering an average 
of 50,000 barrels of crude a day to Montreal 
refineries. The daily throughput is expected to 
reach some 120,000 barrels in the third quarter, 
including 19,000 barrels a day for Gulf Canada. 

The Gulf Gatineau, one of two coastal tank- 
ers built for product delivery to the Company’s 
East Coast terminals, underwent sea trials in 
June and was christened on July 10. The second 
vessel is scheduled for completion in December. 

A program to up-grade truck loading facili- 
ties was completed at Point Tupper and is 
progressing well at Clarkson refinery. The 
Clarkson project includes modernization and 
consolidation of distribution facilities in the 
Toronto area. 

On May | the Supply and Transportation 
Department was restructured and renamed the 
Supply and Distribution Department, assuming 
most of the product distribution functions for- 
merly carried out by the Marketing Department. 


Refining . . . Significant increases in volumes 
processed at Montreal, Clarkson and Edmonton 
helped increase second-quarter refinery through- 
put by four million barrels over the previous 
quarter. Utilization of capacity improved to 
84.7 per cent compared to 73.2 per cent in the 
first quarter 1976. 

The Clarkson lube plant modernization pro- 
ject is on schedule and the foundation and 
underground work in the process units will 
be completed before the start of winter. Two 


huge hydrotreater reactors have already been 
installed on their foundations. 


Marketing . . . Although the petroleum indus- 
try in Canada has been under some form of 
governmental price controls for more than two 
and a half years, prices for most products today 
are lower than those approved by the various 
regulatory bodies — convincing evidence that a 
free market benefits the consumer. Neverthe- 
less, the industry continues to be the subject of 
a number of enquiries into its pricing and 
operating practices. 

The industry was encouraged by the report of 
the Ontario Royal Commission on Petroleum 
Products Pricing released in June, which stated 
that the industry in Ontario is competitive and, 
with respect to prices, consumers are being well 
served. The report concluded that existing mar- 
keters are giving better service to consumers 
than would result from government regulation, 
and that the users of petroleum products would 
be the losers if the govérnment were to replace | 
the present market structure with a government 
agency to regulate prices. 


Chemicals . . . Chemical earnings for the sec- 
ond quarter fell short of those reported for the 
corresponding period of 1975. 

Earnings did not keep pace with the higher 
sales volumes because of the extremely keen 
competition which forced prices to remain at a 
level insufficient to recover higher production 
costs. 


Research and Development . . . During the 
quarter the Department analyzed fluid composi- 
tions taken from natural gas wells recently 
drilled in the Mackenzie Delta. Detailed analy- 
ses of these wells will be used as the basis for 
the design of gas production, processing and 
transmission facilities at Parsons Lake. 

Crude oil from the recent Kamik D-48 dis- 
covery at Parsons Lake was found to produce a 
good yield of diesel fuel suitable for a variety of 


applications during the construction of the 
Parsons Lake plant. 


Employee Relations . . . One-year renewable 
agreements were negotiated with the Oil, 
Chemical and Atomic Workers International 
Union and with all independent bargaining 
groups, with the exception of Varennes chemi- 
cals plant where negotiations are continuing. 
The contracts, which are of twelve-months’ 
duration and provide for a 10.2 per cent wage 
adjustment, have been submitted to the Anti- 
Inflation Board for approval. 


Appointments ... J. C. Phillips has been 
elected Senior Vice-President of Gulf Canada. 
Joining the Company in 1956, he was appointed 
General Counsel in 1964 and Vice-President and 
Corporate Secretary in 1971. W. M. Winterton, 
formerly Associate General Counsel for West- 
ern Canada, succeeds Mr. Phillips as General 
Counsel and Secretary. 


Ss 


Chairman of the Board. 


President. 


Please notify the Stock Transfer Unit. 
447 Mount Pleasant Rd., Toronto M4S 2M1 
of any change of address. 


Pass” 


Presentation to: 
Toronto Society of 
Financial Analysts 

May 20, 1976 


GULF OIL CANADA LIMITED 


GULF OIL CANADA LIMITED 


Presentation By: 


John L. Stoik, President 
and Chief Operating Officer 


die Ie 


TORONTO SOCIETY OF FINANCIAL ANALYSTS 


Four Seasons Sheraton Hotel, Toronto 


Thursday, May 20, 1976 


if = 

Des) = - 
s70 ‘109 
——— tn a ee ae 


> Wi 


Wp - 


GULF OIL CANADA LIMITED 


We appreciate your invitation to come and talk to you 
about Gulf Canada. It is approximately four years since our 
company addressed any group of Canadian analysts, and as you 
know in that time the whole world has changed for the oil 


business and for our company. 


This is my first experience in heading up one of these 
sessions, so I asked around to find out what kind of things we 
should be talking about. I got some very emphatic advice from 
one analyst whose judgment I respect. "Whatever you do, don't 
bore them with anything they already know," he said. Since we 
gave a fairly full accounting of our company's business as 
recently as our Annual Meeting last month, that narrowed down 


the field of interest considerably. 


Then I got some very sound advice from a senior member of 
the business community, whose judgment I also respect. "Don't 
make any predictions," he said. "If they fail to come true 100 


per cent, they'll question your abilities as an executive." 


Since the advice I received pretty well eliminates any 
comments about either the past or the future, if you gentlemen 
have no other business, maybe we should thank you for a very 


nice luncheon and be on our way.... 


On the other hand, I don't necessarily take all the advice 
I get, so maybe we can find some things to talk about, even if 
it means trespassing on some of the areas I have been warned 


against. 
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Organization 


With me to assist in answering any questions you may have 
are the other two members of our three-man Senior Executive, 
Board Chairman Clarence Shepard, and Executive Vice-President 
Lorrie Blaser. We've also brought along a couple of the real 
experts, Bob Brown, Vice-President for Planning and Control, 
and Doug Lyall, whom most of you know as our Financial 


Vice-President. 


At our Annual Meeting last month, Lorrie Blaser was 
appointed a Director of the Company replacing £.B. Walker; and 
Since I had already succeeded Jerry McAfee as a Director, our 
12-man Board of Directors is now all-Canadian, with three of us 
from inside the company and the others being leading business- 
men from other fields. 


As you know, approximately 68.5 per cent of our shares 
outstanding are held by Gulf Oil Corporation. But more than 30 
per cent are held by some 24,000 individual shareholders, most 
of them resident in Canada. Our shares are listed on the 
Toronto Stock Exchange and we also have trading privileges on 


the American Stock Exchange. 


We have some charts and maps here as vu-graphs to give you 
a better picture of our company's operations, and these, along 
with my prepared remarks, will be available for you later in 
booklet form. It also includes an organization chart and a 
number of supplementary charts that we won't have time to go 
through today. 
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Net Earnings and Reinvestment 


Our first vu-graph, which is in millions of dollars, shows 
thateityis only in the last four or five years that our 
company's net earnings have shown any really substantial 
improvement. However, since 1970 the earnings have more than 
quadrupled to $176.7 million last year. 


Looking at the period from 1965 to 1975, only about 39 per 
cent of earnings were paid out in dividends, as represented by 
the upper part of each column, while 61 per cent were retained 
and reinvested in the business. 


Gulf Oil Canada - Net Babnings.19.7.5 


This pie chart for 1975 shows perhaps more graphically the 
very large portion of our earnings that is reinvested -- some 
$133 million last year, or 75.5 per cent of net earnings. 


Contrary to the opinion that many people have of 
multinational companies -- less than 16 per cent of our 
earnings left the country. 
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Earnings and Capital Employed 


This next vu-graph compares our earnings in each year with 
the capital employed to achieve those earnings. Our 1975 
earnings of $176.7 million look quite small in relation to the 
$1.3 billion in capital employed at the end of the year. Over 
the past eleven years the amount of Capital employed in our 
operations has more than doubled, due to the Steady increase in 
working capital (mainly accounts receivable and inventories) 
and in properties, plant and equipment as our business 
continues to grow and expand from year to year. It also 
reflects the effect of inflation. 


Return on Average Capital Employed 


Throughout most of the 1950's, earnings expressed as a 
return on capital employed averaged about 10 per cent, reaching 
a peak of 11.9 per cent in 1953. In 1958 the return took a 
Sharp drop. Throughout the sixties the return on capital 
employed averaged little better than six per cent, due mainly 
to depressed prices for petroleum products. Twenty years 
passed before the rate of return rose above 10 per cent in 
1973. In 1974 there was a further good improvement to 14.7 per 
cent, but despite a further earnings increase in 1975 the rate 


of return tapered off Sslightiy. 


SOURCE AND USE OF FUNDS 
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Source and Use of Funds 


CHART This chart, showing our source and use of funds, 
illustrates that during the past two years, the amounts we have 
spent have exceeded the amounts we have taken in from our 


operations and other sources. 


This was only possible because of a drawdown of cash 
surpluses accumulated in the earlier years, most notably 1973, 
when we had a $105 million surplus, and 1972, when the surplus 
was $38 million. The cash drawdowns in 1974 and 1975 almost 


eliminated the accumulations of the two preceding years. 


As a matter of interest, the big increases in working 
yee in 1974 and 1975 were to a considerable extent the 


result of the increased investment required for inventories 


following crude oil price increases. 


Gulf Oil Canada Capital and Exploratory Spending 


CHART This vu-graph depicts Gulf Canada's capital and exploratory 
expenditures over the past eight years, and also shows the 
amount we plan to spendin 1976. The increases since 1973 are 
indicative of where industry spending is headed if we are going 
to do a reasonably good job of meeting Canada's future energy 


needs. 


In the years 1969 to 1971 we built our two newest 
refineries, which was done with the aid of $150 million in 
borrowed funds. But we firmly believe that the financing of 
risky and ever-more-costly exploration must be from internally 


generated funds. 
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Refined Products Operations 


The profitability of our refined products operations 
peaked in 1974, and was down considerably last year. There is 
no prospect fer an-early improvement. You are aware of the 
problems the industry faces in Eastern Canada, where there is 
already a considerable surplus refining capacity and the 


continuing threat of price competition from subsidized imports. 


Western Canada refining capacity is just about in balance, 
with surplus capacity in Alberta meeting the shortfall in the 
other three western provinces. We are fortunate in that more 


than a third of our refined product sales are in the West. 


"In the Atlantic Provinces, there is almost twice as much 
capacity as the domestic market needs. Some of this product 
has been flowing westward into Quebec, which has more than 
100,000 barrels of surplus capacity itself, and affects the 
Ontario market as well. 


| By the end of 1978 there will be more than 200,000 barrels 
per day of survlus capacity in Ontario with completion of the 
Petrosar project at Sarnia and the Texaco refinery at 
Nanticoke. Gulf Canada has adequate refining capacity across 
Canada to meet our own marketing needs for the foreseeable 


future; and that capacity was built at reasonable cost. 


In the Atlantic Provinces the inability of refiners to 
compete in export markets, and severely depressed prices in 
domestic markets, partly because of the refusal of the Nova 
Scotia government to allow price increases to cover increased 
costs, have had an extremely adverse impact on operations in 


this region. 
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Our refinery at Point Tupper is operating at only about 
half capacity and, in fact, we can only justify keeping it in 
operation in the hope that some improvement in the price 
situation or some change in import regulations or compensation 
will enable us to earn a reasonable return on capital employed 


in this area. 


Our one major current project in Refining at the present 
time is the $180 million modernization and expansion of the 
lubricating oil facilities at our Clarkson refinery, which will 
qQuadruple capacity from a half million barrels per year to two 
million barrels annually. By using advanced hydrotreating 
technology we will be able to make superior products from a 
wide range of Canadian crude oils. The new facilities are 


scheduled to be in operation early in 1979. 
Gross Natural Gas Sales 


Turning to our Exploration and Production operations, 
gas sales declined from 519 million cubic feet per day in 1971 
to 470 million cubic feet per day last year. The decrease in 
1975 was due in part to export restrictions and we hope that 
production for the full year will show an increase over 1975 


due to some gas utilization projects. 


Gross Crude & Natural Gas Liquids 


Our production of crude oil and natural gas liquids, which 
peaked at 149,000 barrels per day in 1973, and declined to 
131,000 barrels per day last year, is expected to drop still 
further this year, reflecting export restrictions, despite the 
movement by the industry of 250,000 barrels per day into the 
Quebec market through the Sarnia-Montreal pipeline by the end 
of the year. 
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Prospective Areas, Canada and Greenland 


This map shows Gulf Canada's net acreage position in each 
of the seven areas where we are active. Total holdings at 


present amount to 26.1 million net acres. 


The breakdown of the acreage is shown on this map which is 
included in the booklet you will be getting later. 


Proposed Exploration Program - 1976 


In 1976 we plan to spend approximately $76 million on our 
exploration program. The largest portion will be in Western 
Canada, accounting for 43 per cent of the dollars, followed by 
the Mackenzie-Beaufort area at 37 per cent. The mainland of 
the northern territories outside the Delta, and the East Coast 
exploration play will each account for seven per cent of the 
effort, with Greenland about five per cent and the Arctic 
Islands only about one per cent. 


Our exploration emphasis in future years may shift, of 
course, depending upon exploration successes and how the 


long-awaited frontier land regulations will measure up. 
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East Coast 


Looking at the East Coast now, we see Gulf Canada's 400,000 
net acre spread off West Greenland, and our very substantial 
14.4 million acre land position along the Labrador Shelf and 
the Grand Banks east of Newfoundland. The wells in which we 
have participated to date are shown, including the Gudrid and 
Bjarni wells which flowed gas on test at over 13 million cubic 


feet per day. 


two drillships and one or two semi-submersible rigs. 


This month and next month the drillship Pelican will drill 
our planned well off the west coast of Greenland. Then it will 
move across to the Labrador Agreement acreage in which we share 
a 16 2/3 per cent interest under our 50-50 joint venture with 
Gulf Oil Corporation. 


Two wells which encountered hydrocarbon indications in 
1975 will be re-entered and tested. These are the Karlsefni 
and Snorri wells. 


The Indian Harbour well, drilled last year on the nearby 
BP-Chevron acreage off Labrador, remains to be completed and we 
hope this can be accommodated in this year's program. 
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Mackenzie Delta & Beaufort Sea 


This map gives a close-up view of one of our most 
promising exploration areas -- the Mackenzie Delta and Beaufort 
Sea. The Gulf Canada interest acreage is clearly outlined. In 
the offshore acreage you can see the location of the Tingmiark 
K-91 well to be drilled this summer, in which the Gulf Joint 


Venture will have a 33.69 per cent interest. 


Onshore, we show the location of the proposed Gulf Canada 
gas plant in the Delta, which will process gas from the Parsons 
Lake field, the outline of which looks rather like a peanut. 

As a result of recent successful discoveries this winter, we 
have increased our estimate of proven and probable reserves in 
the Parsons»Lake field.from 1.3 to,1.5 trillion cubic. feet, 
which is ample to support the plant we are proposing to build. 
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Just east of the Parsons gas field is a black dot which 
represents our recent oil discovery, the Gulf-Mobil Kamik D-48 
well, which flowed high quality light oil at rates of up to 
2,800 barrels per day on test. As a matter of interest, we 
have also included the location of the Delta gas plants which 
have been announced by Imperial and Shell. All these plants, 
of course, are contingent upon approval of the Canadian Arctic 


Gas pipeline and acceptable frontier land regulations. 
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Southern Alberta 


This map of Southern Alberta covers the highlights of our 
current exploration program in Western Canada. For the sake of 
Simplicity, If/ll™start ~at~-the.top.and work my way south. [In 
the Pass Creek area we have drilled a number of wells and 


acquired additional acreage in a recent sale. 


At Berland we are currently nearing completion of a 50-50 
well with Shell. By early next year we should be producing gas 


“| from our famous 1958 Berland River gas discovery, which had the 


largest open flow potential on record at that time. The gas 
will be piped approximately 17 miles to an AMOCO plant. 


In the Robb, Coalbranch, and Mountain Park areas we have 
had some success and will be drilling another step-out later 
this year. 


Erith is a developing gas field discovered in the past 
couple of years. We have had four successful exploratory wells 
there and another is about to be drilled. 


Lovett River and Stolberg are both old foothills plays 
where we now have active exploration programs going in view of 
the improved economics. We have four wells already in the 
Stolberg area and will be drilling another this year. 


Ghost is a deep foothills wildcat we are currently 
drilling northwest of Calgary. It is a faulted-type structure 
and we will be going down to 12,700 feet looking for 


. . . . / Se 
Mississippian /prospects 4 \hv 


Our Coleman well in the south has shown indications of gas 
and is drilling ahead at the 16,000-foot level. 
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Northern Alberta Oil Sands 


This map shows Canada's principal heavy oil deposits, 
which are mainly in northern Alberta. In the Athabasca area at 
the top right you can see the locations of the Syncrude and 
Great Canadian Oil Sands projects, indicated by the two stars 
close together in the dark green area. Other proposed projects 


in the tar sands are also shown. 


As you know, at the negotiations in February of 1975 Gulf 
Canada increased its share of the Syncrude project from 10 per 
cent to 16.75 per cent; and since the estimated cost of the 
project had doubled, this increased our financial commitment 
Eronms OOSmiliion tores3s35 million. 


As you can see from the shaded portions, Gulf Canada has 
interests in the Wabasca, Peace River and Cold Lake deposits, 
and we are also participating with Imperial in the Cold Lake 
deposit. We have a project under way at Wabasca and are 
proceeding with the installation of a pilot\\in the Cold Lake 
area. We hope to move into commercial production in these 


areas by the early 1980's. 
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Position on Petroleum PELGAng 


In view of the need for companies to have the kind of 
revenue from operations that will be required to finance the 
huge investments we face in the future, I would like to close 
with a few words on the subject of revenue sharing and the 
Federal Government's recently-announced Energy Strategy. 


Gulf Canada supports the basic policy of the Federal 
Government with respect to oil and gas pricing as set out 
in "An Energy Strategy for Canada", namely that: 


1. Domestic oil prices should move towards international 
levels with the objective of bringing on new Canadian 
supplies. 


2. Domestic prices for natural gas should move towards 
an appropriate competitive relationship with oil over the 
next two to four years. 


3. The movement of oil prices towards international levels 
should be phased in gradually to minimize the immediate 


inflationary impact of any increase. 


As long as domestic prices are below international levels 
Gulf Canada also supports the policy of a single price for 
crude oil adjusted for transportation costs in all areas of 
Canada, and the subsidizing of crude oil imports through the 
Oil Import Compensation Fund. 


It is essential, however, if these policies are to succeed 
in their objectives, that the refining and marketing segment 
of the industry must be permitted to pass through promptly to 
consumers of petroleum products the full amount of any crude 
Oil cost increases. Any price freeze or delay in the 
pass-through inevitably creates hardship for the refining and 
marketing segments of the industry and serious inequities 


between different provinces and regions. 


OLD OIL FROM ALBERTA CROWN LEASES 
NATIONAL PRODUCER 
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Perhaps some comment would be appropriate at this time on 
the petroleum and natural gas price increases that were 
announced the day before yesterday. They are an encouraging 
move in the right direction, and they are certainly in the 
spirit of the Energy Strategy. We are disappointed that the 
60-day freeze which will be imposed on refined products 
following the crude oil price increase is considerably longer 
than the 30 to 40 days considered adequate by Ontario's 
Isbister Royal Commission. However, we would hope there is a 
firm commitment between the provinces and Ottawa that 
individual provinces will not seek to modify or further delay 
the necessary recovery of increased costs. 


Revenue Sharina 


Having said that, I would like to repeat a point that I 
made at. our Annual Meeting -- that unless: adjustments are made 
in the present royalty and tax structure, the industry's 
percentage share of both the increase and the new higher price 
Will actually be lower than it is at present. 


To illustrate what I mean we have a chart that was 
put together yesterday to show what will happen to the $1.75 
per barrel crude oil price increase that will be in effect by 
January 1, 1977. 


These figures are based on the revenue to a national 
producer from a barrel of "old" oil from Alberta Crown leases 
which account for 70 per cent of the oil produced in Canada. 
We recognize that an over-all average incremental royalty for 
all crude oil produced in Canada (including production from 
freehold as well as Crown properties in all producing 
provinces) would be somewhat lower and leave the producer with 
a higher share. You may have seen some calculations along 
these lines which differ from those shown here. 


=~ 15. 


Looking at the current $8.00 wellhead price, if you deduct 
the 70 cents per barrel operating cost, there is available for 
distribution among governments and the producer $7.30. Before 
considering any reinvestment for exploration and development, a 
national producer from Crown land in Alberta retains $1.65 or 
about 22.6 per cent. 


With an increase of $1.75 per barrel, as shown in the 


iecesed| 


second short column, the province gains $1.00 and the Federal 

Government 47 cents leaving only 28 cents for the producer on a | 

non-reinvested basis. As a result, his share of the new $9.75 | 

price shown in the middle column is $1.93 or only 21.3 per cent 
of the $9.05 remaining after deducting the 70-cent operating 


| 


| cost. [A*\,) 
S meek sal 
Se 


The two columns on the right portray reinvestment of half 
of the increase or 88 cents. As shown in the box to the left 
of the column, 11 cents will come from the provincial 
government, 42 cents from the Federal Government and 35 cents 


| from the industry. 

We recognize the reduction in government revenues, and 
especially the Federal revenues, which will result from these 
tax deductions and special tax incentives for exploration and 
development. We have said on more than one occasion that in 
terms of the after-tax cost to the industry, the incentives for 


reinvestment are reasonably generous. ; y 
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We do not believe, however, that expenditures for 
exploration and development should be considered as part of 
the industry's share of revenue from the barrel. These funds 
are not retained by the companies but are paid out to seismic 
crews, drilling contractors, and for supplies and other 
expenses involved in doing the work. In fact they reduce the 
industry's share of revenue in exactly the same way as the 

—shares of government are reduced. If the exploration is 

3 eee nompart.of stne wseacent expenditure will ever be 

| recovered by any of the three contributors. If the exploration 

| is successful, the major beneficiaries from the eventual 
production will be the provincial and Federal governments who 


will again take almost 70 per cent of the production revenues. 


Conclusion 


in cone luding,;. 1 would justele keweo say that Gulf Canada 
has grown rapidly in the past five years and has never been in 
a stronger position to face the challenges and very much larger 
investments that will be required in the future. We have some 
persistent problems, as you know, but we also have substantial 
strengths on which we plan to build. With the start-up of 
Syncrude now only two years away, and decisions on Arctic 
pipelines coming closer, the time is not far off when we will 
actually begin to see production from the new sources the 
industry has been talking about and working .towards for so 


long. 
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SUPPLEMENTARY PLATES 


Gulf Oil Canada Limited 
And 


Canadian Petroleum Industry 


92611 AVW 


S3NI13did LS3SY31LNI LNIOF 


NOILVLYOdSNWYL B® AIddNS 


Q3.LIWIT X3INSNVO 


CLNI "HS) SANIT3dId 


4AN3GIS3Yd — 3dIA 
syouuny 47 
NOILNSINLSIO 8 ATddNS 


40493419 
vospi/40H ML 
1IN3Wd013A30 
193f04¥d 110 398N7 


JOSIAPY jODIUYyIa4 “d4OD 
WOH HY 
SulVvjdV 

TVLNSWNOUMIANS 


ONILINNVA 


LN30ISSYd — JDIA 
W4dI4D HM 
SNILAYUVA 


G3BLINID ODIAYSS /33.LIWIT ODIAYNSS 


ONINIS 3 


LN3GISSUd — 391A 
1099 DY 
ONINIS3Y 


NOILINGOYd B 
NOILVYO01dx3 


LN3G0IS3Yd — 3DIA 
voss0ag'g'9'S 
NOILINGONd B NOILVHOIdX3 


SVVSIN3SHO 


AN3OISSYd — JDIA 
U0Ss13a Jad MH 
STVOIW3HD 


JOSIADY 


HOD TV 


ALIYND3S 


40493419 
OW bulsa007 GT 
Wd3IG3IW 


A104a193S 
20 sod DL 
AYVL3YDSS 3LVYOdYNOD 


JO}! g — uloydod 
SMOYLLOW YY 
NOILVIAV 


—— S39IAYN3S WID3dS ALVYOdYOD —— 


40499119 
999M MM 
NOILVXVL 


JOJIPNY |OUsa}uL 
WIT AZ 
Liagnvy TVNY3LNI 


Jaunsoasy 
4OSIVYINEG “HM 
AYMNSV3YL 


4049941 
as0WYI0/g SO 


SWALSAS 


sabouow 
pioveg We 
4IN3Wd013A30 8 HOYV3S3Y 


sab6o0u0w 
WOI0A “HT 
SNOILV13¥ 9178Nd 


JasunoD jO1aUaD GAA 
DO'saIYd “IT 
MV 


juapisaid 
8/07 2W YY 
‘09 AL1V3Y 41ND 


sabouow 
4un0g ‘7 


SNOILV13Y 33A071dW3 


Jabouow 
vayl!V IM 
110349 


sab0u0W 
429/0M FF 

SOINONODZ 8 

SNINNV 1d dyOd 


43|jO4jdwos 
9/909S vr 


4¥3710¥1dW09 


SLIN3WLYVd30 JdAN3SS ONV AYOSIAGY 


G3LIWIT ANVdOUd YOIN3SdNS 


41In3q01S3ud 
yuomwos 9 ¥ 


Sulvs3V 3LVyOdYu0d 


494 0M “9D 
4IN30IS3Y¥d — 331A 


AYVL3YDAS ALVYOdYOD 
MV 
DO SININA' IA 
TVASNNOD 1VY3N39 8 
LNAGISSYd — JDIA 


NOILVXVL 
AYNSV3YL 


HOATS@ 
4LN30IS3Yd — 351A 


“QLTNVD SGNYONAS 
“017 WAI13H (NVD 
1AN3Wd013A30 ONV HOUV3S3Y 
NOILVIAV 


buysoy OF 
IN30IS3Yd—3DdIA 


ALlvay 31n9 
SNOILV13Y 33A07dW3 


SIJJOH “FY 
AN3GISSYd — 3D1A 


S33111IWWOD ONIGNVIS 


31Vu¥OdsOD 


4aso/g 47 
OS TP 


psodeys g'9 


331LLINWOD 
LIGNV 


J3LLINWOD 


AYVIVS 


AN30IS3Yd-39IA 3AILND3X3 
¥391930 ONILVY3dO 43IHO ONV LN3G0IS3Yd 


¥391440 3AILND3X3 43BIHD GNV GYVO8 3H1 4O NVWYIVHD 


SAILNDAX3 YOIN3SS 


vowsuoya Do ‘smayow Aajs0A9g 


SSLLINWOD 3AILND3X3 


uowsoyy ‘prods a2 


SYOLOSYIG 4O GuHVOE 


| SUBCTOHSYVHS 
NOILVZINVOYO OISVE GSLIWI) VAVNVS 10 41ND 


331LLINWOD 
SNV 1d 3AILN39NI 


LIGNY TVNYSZLNI 


11g3y¥9 “384d4°9 


umosg 1 
4AN3GIS3SYd — 391A 


SW3LSAS ‘ ¥371041dNO9 


4a¥/0M “9 
ylois, 7 
p4odays = 
syjouuny 
ws) 

m 


SONNY 
UOossajad 
uosioad G9 


3AILND3X3 3LVYOdYOD 


uo47 
SIJJOH 
W449 
uMmosg 
4aso/g 
/0ag 
buisoy 


S@ 
74 
HM 


iv 
Jd'7 
a4 


ot ey 


SHARE 


NET EARNINGS PER COMMON 


(INCLUDING EXTRAORDINARY ITEMS) 
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GULF OIL CANADA LIMITED 
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